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1-2.

1-3.

CHAPTER 1. ADM NI STRATI VE PQOLI CY

SCOPE. Title | of the National Housing Act, as anended,

provi des prograns by which financial institutions, the building
and allied industries, and the Federal Government combine in
assisting borrowers to nmake eligible inprovenents to their
property. The guiding principles set forth in this chapter may
be interpreted as the general admnistrative policy of HUD.

This statement of policy is presented to clarify questions which
may arise and to offer hel pful suggestions based on the
experience of HUD in its insurance activities with property

i nprovenent | oans over a period of nmany years.

RESPONSI Bl LI TIES. The operation of the property inprovenent
programis based on the good faith of all concerned--good faith
on the part of the individual borrower who applies for and
receives a loan, good faith of the dealer or contractor in
carrying out the terns of the contract and rendering proper
service to the customer, good faith of financial institutions in
acqui ring and servicing property inprovenent |oans, and good
faith of HUD in carrying out its obligations and
responsibilities. Al though certain regulatory nmeasures are
necessary to acconplish nmutual objectives, a large
responsibility is placed upon participating | ending institutions
for the exercise of discretion and prudent practices in carrying
out the program

CONTRACT OF I NSURANCE. Under Title | of the National Housing
Act as anended, the Assistant Secretary for Housi ng-Federa
Housi ng Conmi ssi oner is authorized and enpowered to insure
banks, trust conpani es, personal finance conpanies, credit

uni ons, nortgage conpani es, building and | oan associ ati ons,
instal |l nent | endi ng conpani es, and ot her such financia
institutions, which he/she finds to be qualified and approves as
eligible for credit insurance against |osses which they may
sustain as a result of eligible property inprovenent |oans.
Application for a property inprovenent |oan contract of

i nsurance shall be submitted on Form FH 21, (see Appendix 1) to
the HUD Field Ofice servicing the area. Followi ng their
review, a recomendation will be nade and the application
referred to Headquarters for a determ nation of approval or
rejection.

a. Qualifications for a Contract of Insurance. The follow ng
institutions are eligible to hold a contract of insurance:

(1) Financial institutions which have held a contract of
i nsurance and have denpbnstrated to the Conm ssioner the

Page 1-1 9/ 83
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(1-3) ability to conduct satisfactorily their property

i mprovenent | oan operati ons.

(2) Menbers of the Federal Reserve System of the Federa
Home Loan Bank System and institutions whose deposits
are insured by the Federal Deposit |Insurance
Cor por at i on.

(3) Any Federal, state, or nunicipal governnment agency that
is or may hereafter be enpowered to conduct an
install nent | endi ng operation

(4) Any lending institution not nentioned above may qualify
if it meets the follow ng conditions:

(a) It is a chartered institution or other pernanent
organi zati on having success ion

(b) It is subject to inspection and supervision by a
governnental agency, or if not subject to such
i nspection, it has sound assets properly
proportioned to its liabilities and reflects a net
worth of at |east $100, 000.

(c) If not under acceptabl e supervision, submi ssion of
a detailed audit of its books prepared by an
i ndependent public accountant. The |IPA nust be
either a certified public accountant or a public
accountant licensed by a regulatory authority of a
state or other political subdivision of the United
States on or prior to Decenber 31, 1970. To
retain approval, the approved | ender nust file
with OVA an audit report each year within 75 days
of the close of its fiscal year

(d) Its principal activity is that of |ending funds or
investing in nortgages, consuner install nent
notes, or simlar advances of credit, and it
demonstrates its ability to pass on borrower's
credit and to effect collection.

(e) It is permitted by statute in the jurisdiction(s)
in which it proposes to operate, to nake property
i mprovenent | oans.

(f) It has quarters and lending facilities that are in
keeping with the accepted facilities of financia
institutions maki ng consuner credit |oans.
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(1-3)b. Lender Contract Nunbers are assigned by HUD. |f, at any
time, the lending institution finds it necessary to
correspond with HUD, the Lender Contract nunber nust be
i ncl uded.

(1) Upon acceptance of a financial institution as a HUD

approved Title | lender, a contract and an acceptance
letter are prepared by HUD and forwarded to the
approved lender. It is at this tinme that the Iender is

first made aware of his/her 5-digit Contract Nunber
with HUD. It is extrenely inportant that the Contract
Nunber of the insured institution is shown correctly on
all docunments to HUD, especially docunents reporting
loan information since that information will be used as
direct input for HUD s automated system

c. Termnation of Contract of I|Insurance. A contract of
i nsurance may be terminated with respect to any future
busi ness at any tine, upon five days witten notice fromthe
Conmi ssi oner, where it appears to the Commi ssioner that a
financial institution is not exercising proper credit
judgrment, is not taking the steps which may reasonably be
consi dered necessary to safeguard its outstanding | oans, or
is not exercising proper care in the selection of the
deal ers fromwhomit purchases notes. Violations of Equa
Credit Opportunity laws and other consumer protection |aws,
such as: Fair Credit Reporting, Truth-in-Lending, and
Hol der in Due Course laws, are basis for term nation of a
contract of insurance. Cancellation of a contract of

insurance will in no way adversely affect the insurance
reserve on eligible | oans already accepted for insurance
recordation. |In addition all lending institutions are
expected to conply with the provisions of Title VIII of the

Cvil R ghts Act of 1968, Executive Order 11063, and al
Regul ations issued pursuant to these authorities.

(1) If the insured elects to discontinue making property
i nprovenent |oans, it may request a termnation of the
contract of insurance. Al insurance reserves earned
by such insured as of the date of termination by the
Conmi ssioner will remain to its credit until exhausted
by the filing of clainms for |loss. Please note
par agraph 1-16(c) concerning future renewal insurance
prem uns.

(2) Witten notice of the contenpl ated acti on nmust be given
to the Conmissioner sufficiently in advance of the
desired effective date to permit an orderly processing
of pending | oan reporting nanifests.
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1-4.

1-5.

1-6.

LENDI NG AREA. A financial institution nmay nake | oans only in
the trading area usually served by the institution in its nornal
operations, unless prior approval is received fromthe

Conmi ssioner. A lending institution nmust be in a position to
investigate credit, nake spot checks of the inprovenents being
financed, and have its own enpl oyees or qualified
representatives nake personal contact with delinquent borrowers.

DEALER- CONTRACTORS. Deal er-contractor origi nated busi ness
represents a substantial amount of all inprovenment |oans
reported for insurance. The role of the deal er--contractor and
sal esman is one of prine inportance, as they, in effect,
represent the lending institution in negotiations with property
owners. Therefore, the | ender nust select carefully the

deal er-contractor fromwhomit purchases notes, and a direct and
constant control should be maintai ned over the business
transact ed.

a. Irregularities. HUDis aware of the abuses inflicted on
consuners by some el enents active in the home inprovenent
field. These abuses may include such practices as grossly
overstating the nmerits of the product, faulty workmanship,
assuring performance of doubtful attainment, prom sing cash
bonuses on repeat sales in the nei ghborhood, encouraging
trial purchases, cash rebates, inflating the sales price,
and not disclosing to the borrower that the note includes
al | owabl e financi ng charges.

DEALER- CONTRACTOR APPROVAL. HUD does not approve
deal er-contractors for participation in the program This is a
responsibility of the lending institution.

a. Dealer-Contractor File. The regulations require the insured
institution to have a file on each deal er-contractor
contai ni ng an application signed and dated by the
deal er-contractor.

(1) It is further required that the file contain a signed
and dated approval of the deal er-contractor, and
supported by information in the file that the
deal er-contractor is: reliable; financially
responsible; qualified to performsatisfactorily the
work to be financed; and equi pped to extend proper
service to the custoner.

(2) The absence of such a file containing a
deal er-contractor application approval wi th supporting



information is a violation of the regulations. Loans
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(1-6)

purchased from such unapproved deal er-contractors do
not neet the requirenents of the insurance contract and
may result in denial of benefits if a |loss occurs.

(3) Wiere clains for reinbursenent are shown to be the
result of default because of fraud or faulty
performance on the part of the deal er-contractor, the
insured may be called upon to furnish the Conm ssioner
with the file containing its approval of the
deal er-contractor. Evidence of inproper deal er
sel ection or supervision by the lender may result in
di sciplinary action agai nst the | ender

HUD will not permit lending institutions to use insurance
coverage afforded under the programfor testing the
dependabil ity of deal er-contractors. The |ender should have
full know edge of the principals of the firm the sal esnen,
and their method of operation. Only a thorough investigation
wi Il devel op adequate and reliable information upon which

the lending institution can nmake a proper decision

Approval Procedure. Wen accepting a deal er application
the lender is required to docunment the follow ng procedures
retain the docunentation in the dealer's file.

(1) Ootain a conpleted Deal er-Contractor Application, and a
current financial statenent.

(2) Check the HUD Consolidated List of Debarred, Suspended
and Ineligible Contractors and Grantees to ascertain if
the firmor any of its principals or sales personne
are |listed thereon.

(3) Oder acredit report on the firmand a | ocal retai
credit report on each of the principals. (Infornation
on paying habits of the principals on their persona
obligations is useful in evaluating the financia
stability of the business they operate).

(4) Make direct checks on trade and banki ng references and
also with the local HUD Field Ofice for any adverse
experience with deal er-contractor's asking for approval

(5) Inspect the dealer's place of business to deternine the
per manency and t he adequacy of avail abl e equi pnent.



(6) Ontain copies of brochures, descriptive literature,
guarantees, sales contracts, and price lists. btain
the nanes of sal es personnel and check their nanes
agai nst the consolidated Iist.
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1-7.

(7) Carefully analyze the information devel oped to
det erm ne whether the principals are of good character
and the firmis solvent, financially responsible,
qual ified by experience to do the proposed work, and
equi pped to give custoner proper services.

SUPERVI SI ON BY LENDI NG I NSTI TUTI ON.  Review the contents of the
Deal ers and Contractors Guide (HUD-30-F) with the approved
deal er and supply copies for the sales staff. Caution all

deal ers on debt consolidation, bonus offers, etc. Informthe
deal ers that he/she will be responsible for the acts of the
sales staff. The follow ng procedures are the mininmum
requirenents for a |l ender's supervision of deal er-contractors.

a. Wen the dealer brings in his/her first |oan application,
set up a deal er experience record showi ng at |east the
vol ume of | oans purchased, transactions rejected, clains
filed, and borrower conplaints received or irregularities
di scover ed.

b. Mke an inspection of the inprovenents on the first
transaction di scounted by a new dealer and interview the
borrower prior to dishbursenment. Thereafter by phone, spot
check an average of at |east one of every five |oans
di scount ed.

c. Mke a inspection of the inprovenments and interviewthe
borrower in one of every five contracts perforned by the
deal er wherein the net proceeds of the | oans exceed $3, 500.

d. Require each approved and active dealer to submit an
up-to-date financial statement annually.

e. Supplenent the financial statenent obtained by up-to-date
credit report(s) or direct inquiries to the dealer's supply
sources, as considered necessary.

f. Analyze deal er experience records at |east tw ce yearly.
Principal considerations in this analysis nust be:

(1) The application reject ratio. |If in excess of 40
percent, review the rejected applications to determne
the dealer's area of operation, the quality of the
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1-8.

paper being presented, etc. An excessive ratiois
unprofitable to a lending institution

(2) The nunber and nature of conplaints received to
ascertain the quality of the deal er's workmanshi p, past
cooperation in satisfying conplaints, and tendencies to
perpetrate irregularities.

(3) Evaluate the dealer's record by conparing the nunber of
| oans purchased in relation to those delinquent and on
which a claimfor loss has to be filed. Excessive
del i nquency and | osses on |loans originated by a certain
deal er may be the basis for term nation of your
approval. Your own loss ratio with HUD nmay be a basis
for this conparison.

At | east every three nonths visit the dealer's place of
busi ness to observe the condition of the prenises, and
di scuss any probl ens encountered, and changes in sales
per sonnel .

The dealer file should indicate the date of all inspections,
interviews, spot checks and tel ephone contacts nmade by the
| ender.

LENDERS RESPONSI Bl LI TY FOR SERVI CE COVWPLAI NTS. The | endi ng
institution shall be responsible for maintaining a record of al
compl aints received and entering themon the dealer contro
record. The procedure for handling conplaints for deal er |oans
are as foll ows:

a.

Record the date the conplaint was received and the nature of
the conpl ai nt.

Notify the custoner of the efforts being made to have the
conpl ai nt corrected.

Notify the deal er of the custoner's dissatisfaction and
request that any intentions be submitted within 15 days.

Fol | owup the dealer/contractor with a letter within 15 days
if there has been no correction nmade or expl anation received.

Notify the custoner that the matter has been concluded and
the file is being closed when the conpl aint has been
resol ved.



f. Notify the local HUD office of the dealer's failure or
refusal to correct the conplaint and send a copy of this
notification to the Director, Ofice of Title I Insured
Loans, Washi ngton, DC 20410.
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1-9.

1-10.

g. Notify the local HUD office of any disputes or stal emates
regarding the justification of conplaints. Ask for their
hel p or assistance in resolving the probl em

h. Ask for and await final word from HUD regardi ng di sposition
of the matter.

i. The conpl ai nant should be inforned of the possible
adm nistrative action by HUD in the event the deal er does
not correct the probl em

j. The responsibility for reporting violations or
irregularities as required in Section 201.5(b) of the
Title | Regulations and Chapter 1, paragraph 1-10, of this
Handbook should in no way affect the handling of the service
compl ai nt .

k. Borrower conplaints that are ignored or processed with
mnimal effort may | ead to delinquency problens and | osses.
Lenders are reminded that in purchasing deal er contracts,
the liability of resolving conplaints is extended to the
| ender as well as the dealer. Failure to resolve borrower
conplaints by the I ender could jeopardize the insurance
benefits. Therefore, it is incunbent upon the | ender to put
forth every effort towards resol ution

MAI NTENANCE OF RECORD ON EACH APPROVED DEALER- CONTRACTOR. As a
basis for deternining whether continued deal er approval is
warranted, the insured institution is required to periodically
anal yze, not |ess than once each 90 days, the control record on
each deal er-contractor. A suggested control record which an
institution nmay use is supplied by HUD upon request. Wenever
an institution has occasion to wthdraw approval of a

deal er-contractor, the dealer file should clearly indicate the
reason for the action, the date, and indicate by whom t aken.

REPORTI NG | RREGULARI TIES TO HUD. Material irregularities or
unet hi cal practices perpetrated by anyone participating in the
program nust be immediately reported to HUD. The report nmay be
sent either to the local HUD Field Ofice or directly to
Headquarters i n Washi ngton

TEMPORARY DENI AL. The precautionary neasures |listing has been
abol i shed and has been superseded by procedures outlined in



Title 24 CFR 24.18, Tenporary Denial of Participation. Wen
irregularities or disregard for the statute and regul ati ons on
the part of deal er-contractors, or sal esnen enpl oyed by t hem
are brought to the attention of HUD, lending institutions wll
be notified. Wen such notification is received fromthe
Conmi ssi oner or his/her authorized agent, the deal er-contractor
wi Il be denied the benefits of program participation.
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(1-11)a. Lending institutions should consult with the | ocal HUD
office if a deal er-contractor problem arises when they
bel i eve assistance is needed.

b. Ineligible Persons. A procedure outlined in Title 24,
CFR Part 24, has been established under which individuals,
compani es, or institutions may be barred entirely from
further participation in various housing prograns. |nsured
lending institutions will be given appropriate notification
of action taken under this procedure.
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CHAPTER 2. DI SBURSEMENT OF ELI G BLE LOANS

GENERAL. This chapter provides the lending institution with the
policy and required docunmentation in connection with the

di sbursement of eligible | oans for each property inprovenent

| oan program

PROTECTI VE | NSURANCE. Lenders attention is called to the
statutory or regulatory restrictions, Federal or State, which
may affect the handling of insurance in their respective
jurisdictions. While HUD has no objection to |ending
institutions selling credit life or other types of protective

i nsurance to borrowers under the Title | program the purchase
of such insurance shall be a purely voluntary basis, and the
cost of of the insurance shall not be incorporated in the net
proceeds of the | oan nor be added to the maxi mum permnissible
financing charged. |n order to pernit the borrower to notify
the | ender of any questions or msunderstandings relating to the
protection to be provided, the | ender may include proper
confirmation of the prem umcharge for the protection insurance
in the "Advance Notice of Approval" forwarded to the borrower.
The I ender may bill the borrower for the premium if desired,
on an installnment basis; however, the paynent coupon shoul d
clearly segregate the | oan and i nsurance prem um paymnment.

FLOOD | NSURANCE. Fl ood i nsurance coverage in an anmount at | east
equal to the value of the |oan advance or the available limts
of coverage, whichever is less, is required as a condition for
obtaining a loan for the repair, inprovenent, or construction of
a structure located in an area identified by the Secretary as an
area having special flood hazards.

a. You cannot obtain flood insurance under the National Flood
I nsurance Program unl ess the comunity is participating.
You are permitted to obtain private flood i nsurance provided
the coverage neets or exceeds the National Flood |nsurance
requirenents.

SECTION 1 - TITLE | PROPERTY | MPROVEMENT LOANS

ELI G BLE | MPROVEMENTS. The foll owi ng basic policy nmay be

suppl enented by a specific ruling as to any particul ar project
or item about which there may be doubt on the part of the

I ending institution, upon application to the Director, Ofice of
Title |I Insured Loans, Departnment of Housing and Urban

Devel oprment, Washi ngton, DC 20410. Requests for rulings should
be supported, if possible, by descriptive or illustrated
literature in the case of a specific individual itemas well as
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2-5.

2-6.

2-7.

by plans and specifications where general projects involving
various inprovenments are contenpl at ed

| NELI G BLE | MPROVEMENTS. Lending institutions nust review
carefully the partial list of ineligible inprovenents given in
Section 201.7 of the HUD Regul ations. The onission of any item
fromthis list should not be construed as rendering such onitted
itemeligible for financing. Any inprovenents made prior to the
| oan approval are ineligible for financing.

MAXI MUM LOAN AMOUNTS are changed periodically to conformwith
econom ¢ conditions. At the tinme a |loan is nmade, |enders nust
make certain that the | oan does not exceed the nmaxi num al | owabl e
amount as set forth in the HUD Title | regul ations.

EXI STI NG STRUCTURES - CLASS 1 LOANS. The structure to be

i mproved nust exist as a conpleted building that is occupied or
used, was formerly occupied or used, or has been nade ready for
occupancy or use. In the case of a new residential structure,
the building nust be conpleted and occupied, and if the anount
of advance is in excess of $600, the building nust have been
compl eted and occupi ed for 90 days before the date of the
appl i cation.

a. Cass 1(a) Loans. No part of a |loan may be used to finance
the cost of conpleting an unfinished structure. Structures
commonly known as "shell houses” are not deemed "conpl et ed”
within the neaning of the regulations. This does not
exclude a loan for the repair of a previously conpleted
structure whi ch has been danaged but not substantially
destroyed by deterioration, flood, fire, or other casualty;
nor does it exclude the construction of an attached garage
or other attached building in connection with a conpleted
house or other existing buildings, such as apartnment houses,
hotel s, office buildings, hospitals, orphanages, coll eges,
churches, and manufacturing industrial plants.

(1) Eligible expenditures are limted to those for
structural alterations, repairs, additions to the
structure itself, or other inprovenents to or in
connection with the structure which substantially
protect or inprove the basic livability or utility of
the property. The enlargenment of the size of the
structure, new flooring, new porch, roof, plunbing,
Wi ring, painting, plastering, awnings, and heating
systens, which in thensel ves are alterations and
i nprovenents, are eligible expenditures.
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(2-7) (2) Certain inmprovenents in connection with the structure
are also eligible, such as naking structures barrier-free
and accessi bl e to handi capped or di sabl ed persons,
gradi ng and | andscapi ng, permanently installed | awn
sprinkl er system the construction of private
si dewal ks, curbs, fences, and driveways, the
installation of a septic tank or cesspool, and the
drilling of a well together w th necessary punping
equi pnent and piping to serve the structure. These
i nprovenents al t hough physically renoved fromthe
structure, are eligible.

(3) A loan to convert one type of building into a different
type will be eligible provided a substantial part of
the original building is left standing. For instance,
a loan for the conversion of a house into a comercia
type structure would be eligible if the walls and ot her
mai n structural elenents are left standing. A new
stai rway, new wi ndows, roons, porch, etc., nay be
added, and partitions changed.

(4) A loan to denolish a structure or nmove a structure off
the premi ses would not be eligible except where such
denmplition or noving is for the purpose of inproving an
exi sting structure renmi ning on the property.

(5) Loans to finance the cost of insulating an existing
structure, putting on a new roof, installing a new
bat hroom adding closets, repairing the floors, walls,
or ceilings are eligible.

(6) Heating systens, including stokers, oil burners, coal
gas and el ectric furnaces, and plunbing and wring,
when made a permanent part of the realty, are eligible.

(7) Solar energy heating systens are eligible provided they
meet the Comm ssioner's standards outlined in HUD
4930. 2 Internmedi ate M ni mum Property Standards
suppl enent. | nquiries should be addressed to the |oca
HUD office for a deternmination of eligibility.

(8) Equi prent and machi nery such as presses, drills,
| at hes, and other simlar itenms used in an industrial
or commercial establishnment are not eligible regardless
of the method or permanence of installation

(9) Farmor dairy equi prrent and nachi nery, except bulk mlk
tanks and nmilk coolers, are not eligible.
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(2-7)

(10)

(11)

(12)

(13)

Built-in kitchen equi pnment designed to be installed and
renmain as a pernanently attached integral part of a
kitchen is eligible provided the structure is
residential and the borrower is the owner of the
property or has a renewabl e | ease having an origina
termof not less than 99 years. Free-standing
househol d appliances, as well as draperies and other
furnishings, are not eligible. Prior to disbursing the
| oan proceeds, the | ender must obtain a conpl eted
Certificate of Eligibility for installation of
built-in-kitchen appliances (Form FH 801) signed by the
borrower and deal er.

Carpeting purchased and installed in a residence with
the intent that it become and remain a part of the rea
estate will be eligible if the borrower is the owner of
the property or has a renewabl e | ease havi ng an
original termof not less than 99 years. The carpeting
must meet HUD s mini num standards. Carpeting in a

ki tchen, bathroom or patio is not eligible. Prior to
di sbursing the | oan proceeds, the | ender nust obtain a
conpleted Certificate of Eligibility for carpet
installation (Form FH 802) signed by the borrower and
the deal er/seller.

The following principles are applicable, bearing in
mnd that |oans for eligible inprovenents nust be upon
existing structures or in connection therewth:

(a) The repair, inprovenent, or addition nmust be
physically attached to and a part of the
structure.

(b) Inprovenents and additions which are renovabl e or
tenmporary, are generally not eligible. Itens
whi ch are generally considered as trade fixtures
or equi prrent for commercial or industrial use are
not eligible.

(c) An ineligible itemdoes not becone eligible nerely
because it is attached to the realty.

A nmobile hone unit may be inproved with Cass 1(a)
property inprovenment |oan terms, if the foll ow ng
criteria are net:

(a) The nobil e home has been placed on property owned
by the borrower or is being purchased under a rea



estate contract.
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(2-7) (b) The wheels of the unit have been renoved and the

unit has been placed on a permanent foundation

(c) The security for the nobile honme loan is in the
formof a deed of trust or nortgage covering the
realty and the unit is no | onger capable of being
repossessed as personal property.

(d) Al wutility connections-including water and
sanitary facilities are operable so that the unit
is compl ete and habitabl e.

(e) The unit has been occupied for at |east 90 days,
if proceeds are in excess of $600.

(f) The unit is carried on the tax rolls of the
locality as real property.

(14) A nobile hone that is considered personal property
which is located on a private site or in a nobile hone
park is eligible for a maxi mum | oan of $5,000 for a
maxi mum period of 12 years. The proceeds of the |oan
may only be used to inprove, repair or alter the
structure.

Class 1(b) Loans. The property to be inproved nmust be

i ndividually owned. Corporate Entities are not eligible
borrowers. The proceeds of a class 1(b) |oan nust be used
to alter, repair or inprove a structure, or convert a
structure to further its use as a dwelling for two or nore
famlies. ("Famly" as used in the regulations is defined
as one or nore persons living, sleeping, cooking, and eating
on the sane premises as occupants of one living unit.) For
exanple, a one-fanmily house may be converted into a dwelling
for two or nore fam lies and nmay be inproved by painting or
by installing a new heating systemor a new plunbing system
a commercial building may be altered to provide living
acconmmpdations for two or nore families. dass 1(b) |oans
for inprovenents to residential structures having conmmrerci al
units are perm ssible, provided the inprovenents benefit the
comrercial portion of the structure only incidentally, if at
all.

(1) The maxi mum cl ass 1(b) advance is based on the nunber
of living units in the structure after the inprovenents



have been nade.
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2- 8.

2-9.

(2) If there is any doubt as to whether a proposed project
is eligible for class 1(b) financing, all the facts of
the case may be subnitted to Washington for an officia
rul i ng.

NEW STRUCTURE- CLASS 2 LOANS. Exanples of new structures
eligible for a class 2 | oan which may be erected on inproved or
uni nproved real property are: barns, garages, service buil dings,
gasoline stations, tourist cabins, bunk houses for itinerant
farmlaborers, and industrial or commercial buildings.

a. A class 2 loan may not include the cost of trade equi pnent
used in the operation of the business that will occupy the
structure. The loan may include the cost of heating or
lighting systems and sinmlar itens which are eligible for
class 1 inprovement |oans. For exanple, a | oan may be used
to erect a commercial building, including a heating system
but no portion of the proceeds nmay be used to buy and equip
the structure with trade fixtures

b. A class 2 loan nmust be used to finance the building of a new
structure that will be ready for use upon conpletion. It is
not permssible to purchase an existing structure nor to
apply the proceeds to conplete a structure that is partially
built.

c. Mre than one new structure may be built on a single piece
of property, but the principal anount of any one | oan may
not exceed the maxi mum | oan anount for any one property.

d. No portion of a class 2 | oan may be used for denvolishing
exi sting structures to make room for a new structure.
However, the erection of a new structure on an old
foundation woul d be eligible.

RESTRI CTI ONS ON ELIG BI LI TY OF LOANS FOR | NSURANCE

a. Prior Liens. A HUD property inprovenent |oan may not be
nmade to suppl enment an obligation not reported for insurance,
the paynent of which is secured by a prior lien created in
connection with the proposed work. However, if the insured
loan is also secured, and such security has priority over
the uninsured obligation, the | oan may be nade.

b. Supplenental Costs. A loan may include the cost of



architectural and engi neering services. However, a |oan may
not include the cost of land, or the cost of an apprai sal

if such cost is in addition to the maxi mum pernitted

fi nanci ng charges.
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2-10.

2-11.

c. Additional Loans. The regulations do not limt the nunber
of loans an individual borrower nay obtain to inprove one
property as long as the total outstanding bal ances of all
such loans at any tinme do not exceed the maxi mumpermnitted
for the particular type of loan involved. An individua
owni ng several properties nmay obtain any number of loans to
i nprove each property, provided the HUD i nprovenent | oans
out standi ng on any particular property at no tine exceed the
maxi mum | oan permitted for the type of loan involved and the
prior approval of the Conmm ssioner is obtained, when
required.

d. Prior Approval of Credit. |If a proposed |oan would result
in a total principal anmbunt of HUD i nprovenent | oans
out standi ng in excess of $15,000 (exclusive of financing
charges) to any borrower, the prior approval of the
Comm ssi oner nust be obtained before the transaction will be
eligible for insurance. The principal anobunt outstanding
applies to anyone who, as an eligible borrower on a proposed
loan, is primarily or secondarily liable on any prior HUD
i mprovenent | oan. Such approval nay be obtained fromthe
Field Ofice having jurisdiction over the site of the
property to be inproved. This approval applies solely to
the applicant as an acceptable risk for the additiona
credit and nust not be construed that all other aspects of
the | oan are acceptabl e.

e. Delinquency on Prior Loans. |If the |ender has know edge
that the borrower is past due nmore than 15 days in the
paynment of either principal or interest on an obligation
owing to or insured by a departnment or agency of the Federa
CGovernnent, the transaction will not be eligible for
i nsurance.

DI STI NCTI ON BETWEEN " DI RECT LOANS" AND "DEALER LOANS". It is
inportant that a clear understanding exist as to the el ements
constituting "direct |oans" as distinguished from

"deal er-contractor |oans".

DI RECT LOANS. The lending institution nay disburse the proceeds
of the note to the borrower by cash, check, or noney order drawn
solely in favor of the borrower(s), or by crediting the
borrower's account. Deal er-contractor approval, conpletion



certificates, dealer-contractor's contract or sal es agreenents,
advance notices, and borrower authorization certificates are not
required for such loans if the deal er-contractor does not assist
the borrower in obtaining financing. A loan is not a direct
loan if the dealer-contractor participates in the financing in
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(2-11) any manner, such as presenting the |oan application to the
Il ending institution, receiving the check or noney order
(al t hough nmade payable to the borrower), or acconpanying the
borrower to the institution for the purpose of receiving paynent.
In other words, disbursenment nust be nade to the borrower in
such a way that he/she will have conplete control of the funds
at all tinmes.

a. To qualify as a "direct loan", the |loan nust be applied for
by and di sbursed directly to the borrower w thout any
intervention on the part of the dealer either in the
application for or the disbhursenent of the |oan. The
"direct |oan" procedures will be used only where al
contracts and arrangenents for the | oan are made by the
borrower.

b. The credit application, bearing the borrower's signature
must be filled out and conpl eted by one of the foll ow ng:

(1) The borrower or borrowers; or
(2) The maker of the note other than a borrower; or

(3) A person acting at the direction of a borrower who has
no financial interest, directly or indirectly, in the
contract for the repair, alteration or inprovenent of
the | oan borrower's property. (An officer of the
lending institution will normally qualify under this
category.)

c. Before a loan nmay be nade to a | essee of comerci al
property, the owner of the property nust join in signing the
note. If the owner is unwilling to sign, this requirenent
will be waived if prior credit approval of the applicant by
the Commi ssioner is obtained, The requirement that prior
credit approval be obtained on | oans nmade to | essee's in
those instances where the owner does not join in execution
of the note is applicable to all such |oans w thout regard
to the amount involved. A loan in excess of $2,500 will
require the owners to sign a nortgage regardless if he or
she signs the note or prior approval is obtained.



(1) In submitting the transaction for approval, all papers
bearing on the case, including the recommendation of
the institution, the credit application, balance sheet,
profit and | oss statement, credit reports, and ot her
supporting papers should be forwarded to the |ocal HUD
office in order to insured pronpt consideration
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(2) The Commi ssioner's letter granting prior credit
approval when required in accordance with the above,
must be included in the file if a claimfor loss is
made.

2-12. DEALER/ CONTRACTOR LOANS. On loans not nmade directly to the
borrower, the financial institution nust have investigated and
approved the deal er-contractor, who must be in good standing with
the insured (see Chapter 1). The |lender nust have in its
possession a properly signed and dated conpletion certificate,

a copy of dealer-contractor's contract or sal es agreenent, and

a borrower's authorization certificate, if the note is payable

to the insured. (The authorization certificate is not necessary

if the note is purchased from deal er-contractor who is the
ori gi nal payee).

a. An advance notice of the intention to disburse the loan to
the deal er-contractor nmust be mailed or delivered to the
borrower, at |east six days prior to disbursenent to the
deal er-contractor, (see Section 2-17).

b. The purpose of the foregoing di sbursenent procedure is to
protect the borrower, the lending institution, and the
CGovernnent by meking certain that all inprovenents
contracted for are actually conpleted to the borrower's
satisfaction and that other persons do not obtain the I oan
proceeds without the work being conpl eted.

2-13. LOAN DOCUMENTS. In addition to the credit application and note,

ot her docunents are required when disbursing | oans under certain
circunstances. These docunents, when applicable, nust be
included in the file if a claimfor loss is nade. Figure 1 is
sel f-expl anatory and may be used as a convenient reference to
determ ne the | oan docunents required

Page 2-9 9/ 83




4700.1 REV-1

FI GURE 1
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On loans for civil defense shelters, Statement of
Eligibility is required (FHA Form 226).
On loans including permanently installed carpeting,
Certification 802 (see appendix 2) is required.
On loans including permanently installed kitchen equi pnent,
certification 801 (See appendix 2) is required.
On loans including the installation of a septic tank a
certification executed by the borrower and deal er stating
the tank is in conformance with | ocal sanitary and zoning
regulation is required

2-14. BORROVER S AND DEALER S COVPLETI ON CERTI FI CATE, FORM HUD 56002

The conpletion certificate provides for two types of
transactions: first, the furnishing and installation of articles
and materials and conpletion of all work, and second, the
delivery of articles and materials only.



a. In either case the service perfornmed by the

deal er-contractor mnust constitute the entire consideration
for which the note was executed and delivery by the maker
Under this provision, articles and materials or services not
bei ng delivered or perforned by the deal er-contractor nmay
not be included in the transaction. The conpletion
certificate may not be attached to the note or credit
application, nor may it have any ot her appendage.

b. The certificate nust be dated and signed. The signature of
only one eligible borrower is required as well as the
signature of the person approved by the | ender as deal er
As a precaution against forgery, the signature on the
borrower's portion of the certification nmust be conpared
with the signature on the credit application and note.

2-15. DEALER- CONTRACTOR S CONTRACT OR SALES AGREEMENT. In

deal er-contractor disbursenment transactions, |ending

institutions are required to obtain a copy of the contract or

sal es agreenent, signed by the borrower and the

deal er-contractor, describing the type and extent of

i nprovenents to be made and the material to be used. The unit

cost should be shown, and the stated cost of the inprovenents

must be in agreenent with the credit application

a. The contract or sales agreenent nust be a type regularly
used by the dealer-contractor in his business. Signatures
on the lender's copy may be a carbon inprint of the
signatures on the original. A copy of the signed contract
or sal es agreenent nust be attached to the credit
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application when the application is subnmitted to the |ending
institution.

b. HUD does not approve or furnish deal er-contractor contract
or sales agreenent forns. |If a dealer-contractor has any
question regarding a contract or sales agreenent, he/she
shoul d obtain the advice of counsel in the jurisdiction
wher e operations are contenpl at ed.

2-16. BORROVER S AUTHORI ZATI ON CERTI FI CATE. The certificate nust be

properly dated and signed by all borrowers, nmakers and
co-signers on the note. Al signatures nust be genuine. The
signatures nust be conpared with the signhatures on the credit
application and note as a precaution against forgery. It is
perm ssible to incorporate the contents of the borrower's

aut horization certificate in the note, credit application, or



conpletion certificate. Lending institutions are urged to
consult their own attorneys as to what effect, if any, such
incorporation will have on the validity and enforceability of
the note. HUD does not furnish this form Figure 2
illustrates an acceptable form of borrower's authorization
certificate.

FI GURE 2

BORROWER S AUTHORI ZATI ON CERTI FI CATE
(FOR DEALER LOANS ONLY)

I/ (W) hereby authorize and direct the

to pay the proceeds

of my/(our) note dated for $

to

(Signature)

(Si gnature)

2-17. ADVANCE NOTI CE TO BORRONER. At | east six days prior to nmaking
di sburserment to a dealer-contractor, the lending institution is
required to mail or personally deliver to the borrower witten
notice of its intention to make the loan if there is no
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(2-17)obj ection fromthe applicant. It is not required that the
borrower acknow edge recei pt of the notice; however, the insured
must have a record of having mailed or delivered such notice
The suggested record of such delivery is a dated carbon copy of
the notice or a dated notation in the loan file.

a. Supplies of the advance notice are not furnished by HUD as
it is believed that the institutions should issue the notice
on their own stationary. As the regulations require such
notice to be on a form approved by the Comni ssioner, this
shal | be considered as official approval of any notice
containing inits text the mninmumdata in either of the
suggested fornms illustrated bel ow

b. Lenders should add to this notice any additional information
that may be hel pful to the honeowner in fully understanding



the transaction. Frequently, a warning is expressed agai nst
bonus selling and the borrower is cautioned that the

compl etion certificate should not be signed until he is
satisfied as to the conpletion of the job.

c. 1In case the anount of a HUD property inprovenent loan is to

be increased, a second advance notice reflecting the new
anount must be mailed to the borrower and di sbursenment not
made until at least six days thereafter. |If, for exanple,
the notice is mailed on the first day of the nonth,
di sbursenment shall not be nade before the seventh day of the
month. In a case where the anount of the loan turns out to
be less than the amount indicated in the notice, it will not
be necessary to send the custoner another notice.

d. Suggested Notice Forns. Figures 3-5.
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FI GURE 3

(Letterhead of Institution)

OUR NOTI CE OF | NTENTI ON TO EXTEND A
PROPERTY | MPROVEMENT LOAN TO YQU

, 19

Dear

We are pleased to have received your application for credit in
the net anmount of $ for mont hs, under Title | of the
Nati onal Housing Act as presented to us by .
In the event the application is approved, the face anount of your note
will be $ whi ch i ncluded financing charges and will be
payable in nonthly installments of $

I f you have any questions regarding this transaction, or if we
can be of assistance in any way, kindly let us hear fromyou within 6
days fromthe date of this notice. Qherwise, if the loan is finally
approved, we shall purchase your note and pay the proceeds to the

deal er naned above. It will be a pleasure to have you as a custoner.
Cordi al | y,
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FI GURE 4

(Letterhead of Institution)
ADVANCE NOTI CE TO THE APPLI CANT FOR AN
FHA PROPERTY | MPROVEMENT LOAN

Dear

We have found your credit to be satisfactory for the net anount
of $ |, for mont hs, under Title | of the National Housing

Act as presented to us by

The face anmpunt of your note will be $ |, which includes
financi ng charges and will be payable in installnents of $
nmont h.

It is our intention to make this |oan by disbursing the funds to
t he above naned deal er when all necessary documents, including a
certificate indicating the work has been conpleted, are received in
proper order, but not earlier than 6 days fromthis date.

I f you have any questions regarding this transaction, or if we
can be hel pful in anyway, kindly let us hear fromyou within 6 days
fromthis date.

Cordi al l y,
(1) Lender may want to provide for an expiration on this letter
(2) Lender may add provision that gives protection in case of

changi ng conditions of the borrower or dealer that inpact the
approval of the | oan.
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FI GURE 5

(Letterhead of Institution)
ADVANCE NOTI CE OF ACCEPTANCE AND | NTENT
TO PURCHASE AN FHA TI TLE | NOTE




Dear

We will purchase the note payable to the contractor |isted bel ow
The face amount of your note will be $ , Which includes financing

charges and will be payable in nonthly installnents of $

It is our intention to disburse the funds to the deal er when al
the necessary docunents, including a conpletion certificate indicating
the work has been satisfactorily conpleted, are received in proper
order, but not earlier than 6 days fromthis date.

I f you have any questions regarding this transaction, or if we
can be of assistance in any way, kindly let us hear fromyou within
6 days fromthis date.

Cordi al | y,
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SECTION 2 - HI STORI C PRESERVATI ON LQOANS

2-18. ELI A BLE | MPROVEMENTS. To be eligible under this part a | oan
nust be for the purpose of rehabilitating, preserving, or
restoring a historic residential structure which is listed or
determined eligible for inclusion in the National Register of
H storic Places, either individually or as part of the district.
Eligibility of inprovenents to any structure nmay be determ ned
by the State Historic Preservation Oficer or any other person
aut horized by the Secretary of Interior. Whenever possible,
accessibility for the handi capped or disabled should be
consi dered when preserving a building (for technical assistance
see ANSI A 117.1-1980 Standard).

a. "Rehabilitation" means the process of returning a structure
to a state of utility, through repair or alteration, which
makes possible an efficient contenmporary use. In

rehabilitation, those portions of the property inportant in
illustrating historic, architectural, and cultural values
are preserved or restored.

b. "Preservation" neans the process of sustaining the form and
extent of a structure essentially as it now exists.
Preservation ains at halting further deterioration and
providing structural stability, but does not contenpl ate
significant rebuilding.

c. "Restoration" is defined as the process of accurately
recovering the formand details of a structure as it



appeared at a particular period of tine by neans of renoval
of later work and the placenent of the original mssing
wor K.

d. "Non-Residential use". A building which has an incidenta
non-residential use may be eligible for a historic
preservation | oan, provided the non-residential use does not
exceed 20 percent of the total usable floor area of the
structure. Likew se a building which has nore than 20
percent non-residential use, but will be fully residential
when rehabilitation, preservation, or restoration is
conpleted is eligible.

2-19. INELI G BLE | MPROVEMENTS. A | oan may not be made to inprove
libraries, bridges, industrial, or commercial structures even
t hough such places or structures are listed in the Nationa
Regi ster of Historic Places.
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a. No part of the proceeds may be used for the follow ng
exterior walls, except where the proposal receives the
approval of the State Historic Preservation Oficer
(1) Sandbl asti ng.
(2) Application of prinmastone
(3) Application of alum num siding.
(4) Application of asbestos shingles.
(5) Application of plastic siding.
2-20. ELIABILITY REQU REMENTS. Before an application for a | oan can

be nmade, the borrower nmust obtain a Certificate of Eligibility,
Form FH 1(HP), (see Appendix 2), fromthe | ender and submit it
to the State H storic Preservation Oficer for review and
approval. Under no circunstances may the inprovenments be
started before an application for the loan is approved by the

| ender. (See Appendix 2 for a listing of the name and address
of State Historic Preservation Oficers.)

a. A $25.00 review fee nmust acconpany the Certificate of
Eligibility submitted to the State Historic Preservation
Oficer (SHPO.

b. The SHPO wi Il verify the property's National Register status
and will take one of the followi ng actions regarding the
proposed i nprovenents:

(1) Approve them
(2) Approve themconditioned upon the incorporation of sone



nmodi fication that the SHPO wi Il outli ne,
(3) Disapprove them or
(4) Make no conment.

I f the SHPO approves the inprovenents, approves them
conditionally, or does not comment, the applicant may then
apply to the lender for a loan using the regular credit
application for Property Inprovenent Loan (Form HUD 56001)
to which the FH 1(HP) nust be attached. It is expected that
the SHPO will act on the Certificate of Eligibility within
45 days after receiving it.

c. |If the SHPO nakes no comrent, the review fee is to be
returned to the applicant. |If the SHPO di sapproves the
proposed i nprovenents, they nust be changed and the
certificate resubnmitted for further review

d. The $25.00 application fee will be retained by the SHPO only
in those instances where approval, disapproved or
nodi fi cati on recomendati ons concerning the inprovenents
have been nade.
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2-21.

2-22.

2-23.

ELI G BLE LOANS. A direct-to-borrower |oan, obtained by the
borrower direct fromthe | ender, without the intervention of
anyone having a financial interest, is the only acceptable and
eligible | oan transaction

a. A dealer/contractor, although furnishing the contract or
proposal, may not participate in the application for, or the
di sburserment of the | oan proceeds.

b. A person acting at the direction of the borrower who has no
financial interest, directly or indirectly, in the contract
for the rehabilitation, preservation, or restoration of
the historic structure may assist in the making of the
application. (An officer of the lending institution will
normal |y qualify under this category).

LOAN DOCUMENTS. Oher than the certificate of eligibility and
the credit application and prom ssory note, there is no further
docunent ati on needed in support of a historic preservation |oan
The entire general admnistrative policy; including security,
prior credit approval, credit investigation, etc., outlined in
Chapter 1 is applicable to all historic preservation | oans.

SECTION 3 - FI RE SAFETY EQUI PMENT I N HEALTH CARE FACI LI TI ES

GENERAL. Thi s section contains the requirenents which financi al
institutions may obtain insurance on | oans made for the purchase



2-24.

and installation of fire safety equi pnent for nursing hones,
extended health care facilities, internediate health care
facilities and other conparable health care facilities.

ELI G BLE | MPROVEMENTS. A loan for purchasing and installing
fire safety equi pnment and other related itens are the only
eligible inprovenents under this section

a. "Fire Safety Equi pnent” means any device or facility which
is designed to reduce the risk of personal injury or
property damage resulting fromfire in nursing hones,
extended care facilities, intermediate health care
facilities, or comparable health care facilities. The
saf ety equi pnent includes any device or construction feature
which is recognized in the latest edition of the
Departnment's M ni mum Property Standards for Care Type
Housi ng (4920.1) or the Life Safety Code of the Nationa
Fire Protection Association (NFPA).

b. Oher related itens include changes to inprove egress
(wi deni ng of doors, construction or inprovenents of ranps,
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2-25.

2- 26.

2-27.

etc.) as well as warning detection systens recogni zed by
such standards.

ELI G BLE BORRONERS. The borrower nust be the owner of a nursing
hone, extended care facilities, internmediate care facility or

ot her conparable health care facility where the installation of
fire safety equipment in such facility is provided for and
required by fire safety codes.

ELI G BLE PROPERTIES. |In addition to qualifying as a proprietary
facility or a facility of a private non-profit corporation or
associ ation properly licensed and regul ated by state,
muni ci pality or other political subdivision, the facility nust
be free and clear of all liens other than those specifically
approved by the Conmi ssi oner

FEES AND CHARGES. A loan may not include expenses incurred in
perfecting security, i.e., recording fees, docunentary stanp
taxes, title examination charges, and hazard insurance premn uns.
These costs nmay, however, be collected fromthe borrower in
cash.

a. An origination fee or initial service charge not to exceed
1-1/2 percent of the original principle amunt of the |oan
may be collected fromthe borrower as conpensation for
setting up the | oan.



2-28.

b. A handling charge of $500, nay be assessed the borrower for
any transaction wherein a refinancing i s consunmat ed.

c. Alate charge not to exceed 5 cents per $1.00 of each
instal | nent past due nore than 15 days may be collected. A
| ate charge may not exceed a naxi nrum of $50.00 for any one
i nstal | nent.

d. The insurance charge of .50 of 1 percent per year on the net
proceeds may be passed on to the borrower provided such
charge is fully disclosed to the borrower.

e. 1In the event of prepaynent of the loan, the | ender may
assess a reasonabl e penalty provided the approval of the
Comm ssi oner is obtained.

PRI OR APPROVAL. Any proposal to purchase and install fire

saf ety equi prent under this part must first be approved by the
Fire Safety Marshal or other state or local official or agency
having primary jurisdiction for fire safety equi pnent of the
health care facility.
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2-29.

2- 30.

2-31.

a. A proposal, properly approved, and together with an
application for credit with supporting credit investigation
nmust be submitted to the local HUD office for prior credit
approval . Upon approval of the credit worthiness and
stability of the applicant borrower, a letter shall be
i ssued by the Comm ssioner setting forth the ternms and
condi tions upon which a fire safety loan will be deened
eligible for | oan insurance.

DI RECT LOANS. The | oan nmust be initiated and obtained by a
borrower directly fromthe lender. 1In these cases the
application for and di shursenment of noni es nust be nmade by the
borrower without the intervention or participation of a dealer
or other internediary having a financial interest in the
transacti on.

DEALER LOANS. Loans nmay be initiated and obtai ned through a
deal er-contractor that has previously been approved by the
lender. A loan of this type requires supportive docunentation
(in Chapter 1).

SECURITY. In all states except Louisiana, the | oan shall be
secured by a properly recorded and perfected financing statenent
and security agreenent covering the fire safety equipnent.



The security agreenent shall be perfected in the manner
specified by the Union Conmercial Code as adopted in each
state.

If prior liens on the underlying realty by operation of |aw
attach to the fire safety equi pnent the Conmm ssioner or the
| ender may require the borrower to obtain a subordination

agreenment or a disclainer fromthe holder of the prior lien

As additional security, a recorded lien on the inproved

real estate shall be required for any loan in excess of
$25,000. The lien shall be in the formof a real estate
mort gage, deed of trust or other formof security instrunent
approved by the Conmm ssi oner.

In the State of Louisiana, the |loan shall be secured by a
chattel nortgage covering the fire safety equi prent, which
shall be filed or recorded as required by law. If prior
liens on the underlying realty attach to the collateral the
Conmi ssioner or the | ender may require that a severance
agreenent be obtained fromeach person, other than the
borrower, having any interest in the real estate on which
the equi prent is installed.
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2-32.

LOAN REQUI REMENTS. The note and security instrunment or
instruments, shall be on forns approved by the Conmi ssioner and
valid and enforceable in the jurisdiction in which the property
to be inproved is |ocated.

a.

The mi ni mum princi pal anmount permitted under this part is
$10, 000.

The | oan shall be witten as a sinple interest obligation
and provide for equal nonthly paynents schedul ed in
accordance with anortization tables provided by the
Comm ssi oner.

The obligation must contain a provision for accel eration of
maturity, at the option of the holder, upon default in the
paynent of any install nent.

The note and security instrument nmust contain a provision
permitting prepaynent of the loan in whole or in part upon
any due date a paynment is due

It is permssible to enter into a new obligation for the



purpose of liquidating a previously insured |oan. The new
obligation may not provide for an additional advance;
however, the rewitten obligation may include the unpaid
principle, uncollected earned interest and a handling fee.
In rewiting an obligation, care nust be exercised in
assuring the protection and continued validity of the
original security instrunent.

2-33. CONTRACT PROPOSALS. The contract proposal nust be a |unp sum
contract of a specified amount and limted only to the purchase
and installation of fire safety equipnent.

a.

The Conmi ssioner may prescribe assurance of conpletion of
the contract.

Upon full conpletion of the contract, a conpleted
certificate, on a form approved by the Conmm ssioner, nust be
signed by the borrower and the deal er/contractor

Any contract or subcontract executed for the purchase and
installation of fire safety equi pnent shall provide that
there will be no discrimnation agai nst any enpl oyee or
appl i cant for empl oynment because of sex, religion, race,
color, or national origin.
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(2-23)d.

The contract or proposal nust be of a type generally used by
the deal er's business. A copy of the signed contract nust
be attached to the credit application when the application
is submitted to the lending institution
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CHAPTER 3. CREDI T | NVESTI GATI ON AND COLLECTI ONS

CREDI T | NVESTI GATI ON AND APPROVAL. I n applying for and
accepting a contract of insurance, the lending institution
assunes the responsibility of applying sound principles in the
eval uation of credit. The lending institution, in considering
the credit of the applicant, is advised that HUD i nsurance
coverage does not relieve it of the responsibility of exercising
the care that a prudent |ender would take if the | oan were not
being offered for insurance. The institution's profit depends
upon the type of credit approved; to nmake a |l oan to a borrower
knowi ng that the additional indebtedness cannot be repaid
benefits no one.

a.

Credit Application. The applicant shall furnish the |ending
institution with an executed Credit Application, Form

HUD- 56001, (See Appendi x 1), approved or provided by HUD for
each | oan nade or note purchased. The lending institution
must assure that all questions are answered and that the
formis dated and executed by the eligible borrower(s), that
if the proceeds are to be disbhursed to a deal er-contractor
the persons selling the inprovenents have signed; and that
if prepared by other than the applicant, the person
preparing the application has signed. Were a borrower
occupi es property under a |lease, the | essor must give
consent in witing to the making of the inprovenents and
procurenent of the loan. Lenders are rem nded that the
appropriate social security nunbers of the applicants nust
be placed on the credit application

Credit Investigation. The application nmust be suppl emented
by either a cormercial credit report on the borrower or

evi dence of the lender's investigation of the borrower's
credit to satisfy the | ender that the applicant represents
an acceptable credit risk. Such other information as is
consi dered desirabl e nust be obtained and on the basis of
all information in its possession, the lending institution
nmust then pass upon the acceptability of the credit risk

Credit Approval. Wth possession of the credit application
and a comercial credit report, the loan officer is in a
position to nake a credit judgnent. A deternination that
the applicant has a steady and sufficient incone that wll
all ow, after the paynment of |iving expenses, plus other
obligations, sufficient overage to make payments on the | oan
can be generally ascertained with a systematic revi ew of
credit information. Points to be considered in review ng
the application are as foll ows:
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(3-1) (1) The sane basic review and criteria utilized by the |oan
manager shoul d be made regardl ess of the amount
borrowed and the length of time required for repaynent.
(2) The nanme and address of the applicants, their |ength of
resi dence and nunber of dependents provide specific
credit information, such as,

(a) The name and address establishes the identity of
the person bei ng checked and can prove a val uabl e
aid to the collection departnment in the event of
defaul t.

(b) Generally, stability of the applicant may be
determined by the length of residence at one
addr ess.

(c) The nunber of dependents provides a good insight,
since assunming a like incone, it is not probable
that a young couple with 4 children can afford to
i ncur as nuch debt as an ol der coupl e without
dependent s.

(3) The borrower's enployment, other income, his/her length

of enpl oynent and the type of business al so provide key
insights into his/her ability to repay the debt.

(a) Most people work for salary and wages and it is
relatively easy to verify incone with their
enpl oyers. Verified incone amobunts shoul d be
noted in witing on the application

(b) The length of enploynent, the probability of
conti nued enmpl oynent and the enploying firmare
all inmportant. The loan officer should know the
maj or enployers in the locality and should be
aware of seasonal or other |ayoff policies.
Enmpl oyment by a government agency, national, state
or local is usually a good indicator of continued
i ncome.

(c) Wen an applicant has held a position for only a
short time, the previous enploynent record will
provi de additional useful information. A switch
fromone enployer to another in the sane |line
shoul d not be regarded as a warni ng agai nst credit
wor t hi ness, though a conpl ete change of field
m ght be so construed.
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(3-1)

(4)

(5)

(d)

Sone applicants will, of course, be self-enployed,
and it is not always possible to obtain financial
statenents, copies of tax returns, or 6ther data
to verify incone. In sone cases a Commerci al
Credit Reference Book can be of great assistance.
The listing gives the type of business, when the
firmwas started or came under its present
control, the net worth and a rating of its credit
performance. Another source of information on

sel f-enpl oyed individuals is the conmercial bank
whi ch hol ds the applicant's checking account. The
bank will usually verify the length of tinme the
account has been established, the average bal ance
and t he nunber of overdrafts, if any.

The next portion of the application provides the
applicant's credit background.

(a)

(b)

The nanes of |enders or nerchants who have
previously extended credit are obtained, as well

as information about checki ng and savi ngs accounts.
Qccasionally this section will also provide clues
to unreported obligations. For sone reason, the
applicant who is trying to conceal an outstanding
obligation will often give the name of the
creditor as a reference.

If the applicant is not currently in debt, this
part of the application nmay be the only source of
credit information. |In such cases, a call to the
| ender hol di ng hi s/ her checking account may revea
i nstances of repeated return of checks.

Per haps the nost inportant part of the application is
the outstanding debts. Wth this information it is
possible to establish a ratio of income to outstanding
debt s.

(a)

(b)

In sone instances, the information in this part of
the application is sufficient for on-the-spot
rejection of the |oan

A lack of debts is not, in itself, justification
for making the loan. It nmay be that the

i nformati on has been omitted, or factors such as
litigation may change the situation
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(c) Never make the assunption that no debts exi st
merel y because none are |isted.

(6) Security. A loan in excess of $2,500, exclusive of

fi nanci ng charges, nust be secured by a lien on the

i nproved property. Liens may, of course, be obtained

on loans of a lesser anount if so desired.

(1) Normally this is acconplished by obtaining a
nmort gage or deed of trust. UCC 1 Financing
St atement, Assignnent of Rents and Agreenents Not
to Encunber or Land Contract Equity Liens do not
satisfy this requirenent.

(2) To obtain a lien, all owners of the property nust
sign the nortgage instrunment. It is not however,
required that all owners obligate thensel ves on
t he note.

(3) Reasonabl e expenses incurred by the | ender in
obtaining a lien may be passed on to the borrower.
These expenses must be collected in cash, are
limted to those allowed in Section 201.4(b), and
may not be included in the | oan proceeds.

(4) Al liens obtained, whether required or not, may
not be rel eased wi thout the prior approval of the
Commi ssi oner

(7) Inflated Prices. 1t is inportant that the |ending
institution determ ne that the anmount of credit applied
for is in proper proportion to the value of the work to
be done. Lending institutions are expected to exercise
diligence to detect the inflated charges for work to be
done with proceeds of the Title I loan. It is obvious
that | oans which finance excessive costs represent
unsound credit advances on which collection will be
difficult. Mre inportant than this consideration
however, is the fact that |endi ng noney under such
conditions is a grave disservice to honmeowners.

Lenders nust limt the approval of such deal ers.

3-2. ELIG@BLE NOTES. A note nust bear the genuine signature of the

borrower (s) and be valid and enforceabl e agai nst the borrower(s)
as defined in the regulations. Any signature in addition to
that of the borrower(s), such as the co-nakers or endorsers

must be genuine. |If the note is executed for or on behalf of a
corporation, or in a representative capacity, the note nust
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create a binding obligation of the principal. The nane of the
payee nmust be stated, and the nunerical and witten face anounts
must be in agreement. The note nust stipulate the nunber and
anount of the equal periodic paynents, and if the note calls for
nmonthly installnents, the first paynment nust be due no | ater
than two cal endar nmonths fromthe date of the note

a. It is suggested that the date fixed for the first and
subsequent paynents shoul d be nade agreeable to the borrower
and correspond whenever possible with the date on which the
borrower receives his/her incone. The note must contain a
provision for acceleration of maturity upon default.

b. Note Forns. HUD does not furnish the lending institution
with note forns. Lending institutions have the
responsibility of drafting note fornms that are valid and
enforceable in the jurisdiction where the | oans are nmde.
if it is a dealer loan, and the dealer is the designated
payee, the reverse of the note nust bear a conplete with or
wi t hout recourse endorsenent by the deal er-contractor. The
note nust al so contain the proper consuner claimand defense
notice as required by the Federal Trade Conmi ssion

Exanpl e:

W THOUT RECOURSE

Pay to the Order of the Doe Bank
ABC Hone | nprovenent Conpany

BY:

TI TLE: MANAGER

3-3.

FI NANCE CHARGES. The maxi num finance charge all owed by the
regul ations is intended to cover all expenses that may be
incurred by this institution in placing the transaction on its
books, except the foll owi ng expenses which may be incurred in
taking security for the loan; recording or filing fees,
docunentary stamp taxes, title exam nation charges, and
satisfaction fees. These costs may not be included in the face
anount of the note, nor paid out of the proceeds of the |oan
However, they nmay be paid by the borrower as a separate item
The recovery is limted to the actual cost to the lender. No
poi nts or discounts of any kind may be assessed or collected in
connection with the | oan transaction

PREPAYMENT REBATE. \Where the prepaynent of an installnment is
nerely a voluntary paynent prior to its due date, such paynent



shal | not be construed as increasing the rate provided for in
the regul ations. However, if the entire bal ance outstandi ng on
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3-5.

the note is paid in advance, the lending institution nust
calculate a rebate of the full unearned portion of the total
financi ng charge. The prepaynent rebate will be calculated in
the sane manner as a refinancing rebate, commonly identified as
the rule of 78's.

a. Acquisition charge. Were the |aw of the jurisdiction
permits an acquisition or mninumretained charge, such
charge may be deducted fromthe rebate. See bookl et
HUD- 91355, Table of Factors, for applicable factors.

b. In conputing the prepaynent rebate the | ender is not
required to nake a rebate of |less than $1.00 except on
application of the borrower.

This section is not applicable to any | oans wherein the
earned charges are cal culated by the actuarial method.

REFI NANCI NG. HUD recommends that lending institutions utilize
the refinancing privilege permtted by the regulations in cases
where the facts and circunstances justify retention of the
borrower to pay out the obligation in full. Care nust be taken
in refinancing to be certain that security is not released. The
dropping of a signature in refinancing is considered a rel ease
of security. Each refinancing transaction should be reported
within 31 days fromthe date of refinancing on the Title I

Ref i nanci ng Report, Form FH 5, (See Chapter 4).

a. Al loans previously insured may be refinanced in accordance
with the provisions of the regulations in effect at the date
of refinancing. However, fire safety equi pnent | oans may
not include an additional advance and will not be covered by
the provisions of (b) and (c) bel ow since the earned
interest charges will be calculated by the actuarial nethod

b. In refinancing notes previously reported for insurance, with
or without an additional advance, the unearned portion of
the financing charge nust be subtracted fromthe tota
charge. |If no additional advance of funds is nade, the
financing institution may assess the borrower a handling
charge as authorized by the regulations. For sinplicity in
handling, it is suggested in the refinancing of an account
that it be effective on the due date of an installment.



c. For all Title |l loans, if all of the provisions of a |oan
will remain intact, with the exception of the interest rate
and the paynents, a sinple nodification agreenent may be
used to reduce the annual percentage rate and nonthly
paynents. Under these conditions, no insurance reporting to
HUD is required
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Ref i nanci ng and nodification transactions only apply to
borrowers previously obligated on the | oan being refinanced
or nodified. The maxinmuminterest rate in effect on the
date of the application for refinancing.

Since nodi fication procedures can only be used to reduce
interest rates on loans, the parties can agree on any rate
of interest below the FHA maxi numrate which was in effect
at the tine of the application for the existing |oan.

d. The fornula for conputing the anpbunt of unearned charge is:

(1) Charge for full termx appropriate factor * = unearned
char ge.

* The appropriate factor for any | oan being refinanced
may be obtai ned from bookl et HUD- 91355.

(2) Exanple:

Date of note: Septenber 2, 1976

Face anount: $5,413.51

Net Proceeds: $4,000.00

Fi nanci ng Char ges: $1, 413.51

84 Monthly Paynents: $64.46 commenci ng October 2, 1976
Loan Refinanced: My 2, 1980

. 22297* x $1,413.51 = $324.68 (unearned charge)

*Factor of 84 paynent | oans, 44 paynents of which have
become due

3-6. COLLECTIONS. A lending institution is expected to pursue an
aggressive policy in the collection of HUD property inprovenent
loans. In carrying out such a policy, it is suggested that form
notices, dictated letters, tel egrans, tel ephone calls, and
personal contacts be used. A system should be established
calling for automatic foll owup, such as the fifth, tenth and
fifteenth day after default occurs. |If this does not produce
results, the account should receive special handling. The use
of the tel ephone is recommended, but if results are not
obt ai ned, the borrower should be personally contacted by a



collector. Every effort should be nade to di scover the reason
for default and to effect reinstatenent of the account. It is
of the utnost inportance to keep in close touch with the
borrower when a note has become delinquent. Constant follow up
is essential to a successful collection program
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(3-6) a. Definitions-Delinquency and Default. A loan is considered
in default when all collection efforts have failed to
produce further paynments and future collectibility of the
loan is in doubt as determ ned by the | ender. The date of
default is the date of the earliest unpaid installnent. A
| oan is considered delinquent any tinme a paynent is due and
not paid.

b. Lender Collection Attitude. Effective |oan servicing
techni ques call for an awareness of |ender personnel of the
psychol ogi cal differences and varying |ifestyles anong
borrowers. Servicing practices which are effective with one
borrower may not be effective with another. However, the
| ender is expected to pursue an aggressive collection policy.
The | ender, in conmunicating with the borrower, shoul d work
with the borrower in correcting the delinquency.

c. Delinquency Control

1. The | ender shall have an organi zed neans of identifying,
on a daily basis, the paynent status of delinquent
| oans.

2. The system enpl oyed shall provide current information to

permit collection personnel, wherever |ocated, to
initiate and followup on collection activities.

3. The | ender's records shall be docunmented to reflect all
of their collection activities.

4, As a neans of delinquency control, the | ender shal
accept fromthe borrower and credit to the borrowers
account, a partial paynent of any anpbunt due at the tinme
the partial paynment is tendered, including |ate charges.

d. Staffing. A successful collection departnent is one which
utilizes understanding and flexibility in its operations.
There is no substitute for human judgment in | oan servicing
and that function should not be relegated to a computer or
encased in a rigid system



1. Col I ection personnel shall be qualified to eval uate
del i nquent accounts in relation to the circunstances of
the borrower in order to make sound decisions regarding
the possibility of avoiding defaults.

2. The collection staff shall be famliar with HUD
Regul ati ons.
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(3-6) 3. The staff shall be accessible to delinquent borrowers
for personal interviews.
4, The coll ection staff shall be know edgeabl e of conmmunity

organi zati ons which can provide services to the
borrower, treat the causes of the default, and help the
borrower to becone current.

Lender Collection Techni ques. Delinquent borrowers
generally fall into three categories: COccasiona

del i nquents, chronic delinquents and critical delinquents.
Col I ection techni ques nmust be adapted for each category.
Contact with borrowers is the nost basic collection tool and
nmust be attenpted as early as possible. Sone techni ques for
contacting the delinquent borrower are listed bel ow

1. Letters and Automatic Notices. Conputer-prepared cards
and formletters are sonetines effective, particularly
with occasional delinquents. |If formletters are used,

adequat e controls should be established to avoid sendi ng
duplicates to the sanme borrower, especially in the sane
situation. Personal l|letters obviously, cover a nuch
broader area than the formletter

2. Tel ephone Calls. The sinplest formof direct
communi cation with a delinquent borrower is by tel ephone.
In conducting tel ephone interviews it is inportant to be
both firmand courteous, and to contact the delinquent
at a tinme nost appropriate, nmake reference to the |oan
provi sions and the methods of |egal recourse avail able
to the lender. Successful telephone interviews wll
generally preclude the necessity of a personal interview
Al'l pertinent infornmation devel oped during the tel ephone
call shall be fully docunented in the collection records.
A system shoul d be established calling for automatic
foll owup, such as the fifth, tenth, and fifteenth day
after delinquency occurs. |If this does not bring
results, the account shoul d receive special handling.



3. Personal Interviews with Delinquent Borrowers. A
face-to-face interviewwith the borrower prior to filing
a claimis a recommended procedure. These interviews
have historically played an inportant role in
reinstating accounts that otherwi se would result in a
claim Personnel representing the | ender at such
nmeeti ngs shoul d be enpowered to propose reasonabl e
repaynment plans and should be famliar with the limts
of their authority. |If a lender's enployee, either in
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a face-to-face neeting, in correspondence, or by
t el ephone, agrees to a repaynent plan, the fact that he
had no authority to do so should not serve as
justification for later unilateral abrogation of the
pl an by the | ender,
4, Del i nquency Counseling. Wen normal collection

techni ques are not effective, consideration may be given
to professional or community service counseling for the
del i nquent borrower.

f. Legal Action. 1In the case of recalcitrant borrowers who

have the ability to pay, and if warranted by the facts of
the transaction, the lending institution should consider the
advisability of instituting legal action. An insured

I ending institution nmay claimreinbursenent for |ega
expenses within the ampbunts set out in the regul ations.

g. Extensions. A lender is prohibited from extending paynents
beyond the original maturity of a |loan. This does not
prevent |enders fromaccepting |ate | oan paynents, carrying
a | oan past due, or deferring paynents to be repaid within

the original maturity period. |If it is desired to defer al
remaining installnments of a loan, it recomrended that it be
refinanced. |f refinancing is not practicable, |ending

institutions may request an extension of the claimperiod to
carry the account delinquent for a longer tinme in order to
work out a satisfactory plan of liquidation. Requests for
such extensions should be nade on HUD Form 9229, Requests for
Extension of Title | CaimPeriod, (See Appendix 1), prior

to the expiration of the all owabl e peri od.

h. Assunption Agreenents. \Were circunstances warrant, a
| ender nmay permit the assunption of the balance of a Title
note to a third party. It should be made clear, however, to
all parties that the ternms of the note nust renmain in ful
force and effect and the assunption cannot relieve the



3-7.

original borrower(s) of liability on the note, unless the
prior approval of the Comm ssioner is obtained. 1In the
event of a subsequent default and necessity to nmake claim
for reinbursenent of loss, the claimfile nust contain

evi dence of a demand for payment for all parties.

ADVANCE PAYMENTS. The acceptance of a voluntary paynent of note
or nmore installments prior to the due date shall not be
construed as increasing the maxi num permi ssible financing charge
as provided in the regul ations. However, if the prepaynment sum
exceeds two full installnents it is recomended that the | ending
institution have a clear understanding with the borrower as to

9/ 83
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the date of the next paynent. Too long a period should not
el apse between the application of a lunp sum paynent and the
date for continuation of regular paynments unless there are
legitimate reasons for an extended |apse of tine. It is
important to mmintain the paying habit of the borrower.

PERM SSI BLE LATE CHARGES. Late charges are linmited to 5 cents
for each $1.00 of each installment nore than 10 days in arrears.
No | ate charge on a past due installnent may be accrued in
excess of $5.00. A late charge is to reinburse the insured for
work involved follow ng the borrower for a delinquent paynent.

It is not a part of the original finance charge, which is
determined at the tinme the loan is granted on the basis that the
note will be paid in accordance with its terns. The collection
of late charges shall not be considered in conputing the maxi num
fi nanci ng charge which the insured institution may charge the
borrower. Late charges may not be collected if daily interest
charges are being assessed.

a. Application of Late Charge. If the borrower makes a paynent
to be applied to his regular installnment it is not
perm ssible for the | ender to deduct |ate charges that have
been billed unless the borrower specifies such deductions.
However, if in the absence of specific instructions fromthe
borrower, the |l ender advised the borrower in witing that a
portion of a payment will be applied to |late charges and the
borrower expresses no objection, such application shall be
consi dered perm ssible insofar as HUD Regul ati ons are
concer ned.

b. Evidence of Billing. Evidence supporting the application of
| ate charges collected nust be included in the file when a
claimfor loss is nmade. HUD does not reinburse the
institution for uncollected | ate charges.



3-9.

c. Provisions for Interest after Maturity. It is not intended
that late charges shall take the place of interest on the
principal after the maturity of the whole obligation. Thus,
a provision for such interest after maturity will not
conflict with the limtations set forth in the Regul ations
which refer only to interest or late charges taken on a
specific installment for failure to make that payment on
time.

PRE- CLAI M COLLECTI ON ASSI STANCE. Pre-claimcollection

assi stance is avail able when the financial institution
determnes that all collection efforts on a defaul ted account
has been exhausted. Upon proper request HUD For m 55083, (See
Appendi x 1), HUD wites to the borrower(s) advising of the
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seriously delingquent condition of the account and urging that
they imedi ately contact the financial institution to arrange a
satisfactory repaynment schedule. Detailed information about
this plan may be obtained fromthe local HUD Field Ofice.
Lending institutions are requested to use this plan only as a

| ast measure prior to filing a claimfor loss with HUD. The
pl an shoul d not be used when the | ending institution knows the
borrower is a "skip" or knows there is a dispute or conplaint by
t he borrower.

FORECLCSURE. Except for fire safety equi pnent |oans, an insured
may proceed agai nst security taken and file a claimfor
deficiency, if any, provided the prior approval of the

Conmi ssioner is obtained. In the case of a fire safety |oan

the Il ender nay elect to assign the loan to the Comissioner in
exchange for payment of insurance benefits or it may exercise
its right under the note and security instrument in |lieu of
maki ng a claimfor insurance benefits. |In the case of the
latter option, the lender may not file for any deficiency which
may result.

CLAIM FOR LOSS. daimfor reinbursenent of Ioss on an eligible
not e maybe made to the Conmi ssioner after default, provided
witten demand has been nade upon the borrower for the ful
unpai d bal ance of the note. (Suggested phrasing of the denmand
letter is given in Chapter 4.) Wth the exception of fire

saf ety equi pnent |oans for nursing honme facilities, the

al l owabl e claimperiod will run to 6 nonths after the due date
of the final installnment unless an extension of the claimfiling
peri od has been requested. On a fire safety equi pnent | oan, the
claimfiling period shall be 9 nonths and 31 days after the due



date of the earliest unpaid installnent unless an extension is
requested and approved by the Conm ssi oner.

A, Wen all efforts to collect a defaulted Title | account have
been exhausted, Title | lenders are required to notify the
appropriate Credit Bureau that a default exists and a | oss
claimwill be filed with the United States Departnent of
Housi ng and Urban Devel opment. See Chapter 5 for claim
filing procedures.
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CHAPTER 4. REPORTI NG OF LOANS

GENERAL. This chapter provides the required procedures for
reporting loans for insurance registration and, paynment of

i nsurance charges billed by HUD. It is inportant that |enders
foll ow these procedures without deviation. Loans nust be
properly reported and accepted by HUD in order to have insurance
coverage. Lenders should reconcile their records of |oans
intended to be insured with HUD s listing of insured |oans to
make certain their |loan portfolios are properly insured.

Loans that are not insured within the prescribed linits as set
forth in this chapter, may be insured at a later date, if the
loan is current and the lender certifies that fact. The insured
will be charged for all past due prem uns.

Lenders should pay particular attention to the insurance reserve
section in this chapter as that determ nes the maxi numinsurance
coverage on a portfolio. Each claimwll be paid on 90 percent
of the established | oss, however the total portfolio is insured
only up to 10 percent of all loans reported for insurance |ess
adj ust nent .

REPORTI NG REQUI REMENTS.

a. Reporting Forms. The forms used for reporting Title
Property | nprovenent Loans are:

(1) For newloans. Title | Loan Reporting Mnifest, Form
HUD- 56004 ( Appendi x 3, pages 1 and 3), or 80-col um
punched tabul ati ng cards (Appendi x 3, page 5).

(a) Lenders who utilize tabul ating equi pnent or who
have devices that convert required reporting data
fromother types of equipment to an 80-col um
tabul ating card, have the option of reporting new
| oans for insurance registration either by neans
of punched tabul ating cards or by manifest, or by
bot h met hods. However, to avoid duplicate
billing, only one nmethod may be sel ected for
reporting any one loan. Further, if the Title
Loan Reporting Manifest is elected, only the 7/76
and 10/ 79 revisions shall be used.

(b) Lenders who elect to use the card nethod of
reporting nmust order tabulating cards fromtheir
own source of supply. The card nust conformto
the illustration in Appendix 3, page 5. No other
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type of tabulating card nmay be substituted, and no
deviation frominstructions for preparation of the
card (Appendix 3, page 4) is permtted.

(2) For refinancing of loans. Title |I Refinancing Report,
Form FH- 5 (Appendi x 3, page 7).

(3) For transfers of |oans between lenders. Title
Transfer of Note Report, Form FH 6 (Appendi x 3, page
9).

b. Wien to Report. Title | Regulations require that a | oan
initially reported for insurance registration shall be
reported within 31 cal endar days fromthe date of the note
or date upon which it was purchased from a deal er
Ref i nanci ngs and transfers nust be reported within 31
cal endar days fromthe date of refinancing or transfer
A refinance or transfer report cannot be processed until the

original note has been acknow edged on a Title | Billing
St atement (Appendi x 3, page 11) and the prem um paid as
billed.

(1) To avoid nmonth-end accunul ations and pernmit tinely
notification to |l enders of registration of |oans for
i nsurance, |enders who use mani fest-type reporting
shal |l subnmit reports daily when the volune is 14 or
nor e.

(2) Lowvolume |lenders shall submt reports pronptly when
14 itens have been accunulated. |n any event,
regardl ess of the nunber of loans, a manifest shall be
submitted at the end of each week

(3) Lenders reporting new | oans by punched tabul ati ng
cards shall submt cards pronmptly when a bl ock of
approxi mately 200 has been accunul ated. For |esser
accunul ations, cards shall be submtted once each week.

MAI LI NG | NSTRUCTI ONS. To expedite processing by HUD,
cooperation of all lenders is requested in nailing nmanifests,
punched tabul ating cards, and reports according to the follow ng
instructions:

a. Manifests (Form HUD 56004) or Punched Tabul ating Cards are
nailed to the Ofice of ADP Operations, Attention
Producti on and Data Control Division, Departnent of Housing
and Urban Devel opnent, Washington, DC 20410. The cards
shal |l be wrapped carefully in several folds of heavy
wr appi ng paper and tied securely with strong cord to prevent




9/ 83

Page 4-2

HUD- Wash., D. C

4700.1 REV-1

4-4.

4-5.

damage or 1oss in shipnent. Only the 7/76 revision of the
FH- 4 or the 10/ 79 revision of the HUD-56004 shall be used.

b. Refinancing Reports (Form FH5) and Transfer of Note Reports
(FormFH6) are mailed to the Ofice of Finance and
Accounting, Attention: Title | Branch, Departnent of
Housi ng and Urban Devel oprment, Washi ngton, DC 20410.

c. Avoid attachments of any kind to the Title | report forns.
Unnecessary attachnents, such as transmittal letters, result
in delay of insurance registration since all report forns
havi ng attachnents are set aside for special handling.

PREPARATI ON OF REPORTI NG FORMS. To minimze rejection of the
data entered into HUD s automati c data processing equi prent, all
reports nmust be typed and the data carefully verified before
mailing. Lenders are particularly cautioned to insert their
nanes, addresses, and the correct 5-digit contract nunbers on
the mani fests exactly as shown in the top portion of the billing
statenments. Lenders reporting by punched tabul ati ng cards nust
verify the data punched into the cards before subni ssion

a. Manifest and Punched Tabul ating Cards. Instructions for
preparati on of the Loan Reporting Manifest (Form HUD 56004)
and the tabulating card (if this method of reporting is
el ected by the | ender) are provided in Appendix 3, pages 2
and 4. Only the 7/76 revision of the FH4 and/or the 10/ 79
revision of the HUD-56004 shall be used.

b. Refinancing Reports and Transfer of Note Reports.
Instructions for preparation of the Refinancing Report (Form
FH 5) and the Transfer of Note Report (Form FH 6) are
provided for in Appendi x 3, pages 6 and 8.

CLEARANCE OF EXCEPTIONS. HUD s ADP equi pnent will reject a | oan
reported for insurance registrati on when the tabulating card
submitted by the | ender, or the tabulating card created by HUD
fromthe mani fest (Form HUD-56004) or fromthe Refinancing
Report (Form FH5), contains data that is in error,

i ncompati ble, or inconplete.

a. Loans Rejected are listed in a section of the Title | Loan
Statenment, Form HUD 2041. This sectionis titled
"Exceptions Reported,"” and each itemin this section will be
coded as to the reason for rejection. The origina
reporting docurment, whether a tabulating card, manifest, or
refinancing report, is not returned to the Iender. The
reason for non-acceptance nmay be determ ned by matching the



error code shown in the Insurance Charge or Reject
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I dentification columm of the "Exceptions Reported" section
with the listing or error codes and nessages on the reverse
of the Form HUD 2041 (Appendi x 3, page 10).

b. For the Rejected Loans that appear in the "Exceptions
Reported" section, all itens shall be corrected pronptly by
the Il ender, and the correct data shall be reported in
the |l ender's next subm ssion of a manifest or tabul ating
cards (for new |l oans) to obtain insurance registration. A
corrected refinancing | oan shall be resubmtted on a new
Form FH 5. Form HUD- 2041 shall not be returned when
resubmtting corrections.

| NSURANCE RESERVES. An insurance reserve is established for al
participating lenders. For each eligible |oan reported by an
insured | ender and accepted for insurance registry by HUD, a
paper figure equal to 10 percent of the net proceeds of the Ioan
is credited to the lender's insurance reserve. The cumul ative
credits to the insurance reserve for each lender will equal 10
percent of the net anpbunt advanced by it on all eligible |oans.
Each lending institution is thus insured against |losses on its
overal |l lending operation, with the anount of each claimpaid
bei ng subtracted fromthe insurance reserve recorded for the
particular lending institution that subnmitted the claim

a. Annual Reserve Adjustnents. On COctober 1, inmediately
followi ng the expiration of 5 years after the date of the
i ssuance of the contract of insurance by the Conmi ssioner
the anobunt of insurance reserve to the credit of such
insured is adjusted by carrying forward into the next annua
period 90 percent of the unused reserves outstanding on such
date. The insurance reserve of each insured is adjusted in
Ii ke manner on each subsequent Cctober 1. No such
adj ustnent shall reduce the insurance reserve of any insured
to an anmount |ess than $15, 000.

b. Unused Reserves. The anount of unused reserves to be
carried forward at the beginning of each annual period is
determi ned according to the records of the Commi ssioner, and
a statenment showi ng the anobunt of such unused reserves is
furni shed each insured as pronptly as possible after the
cl ose of each annual period. The nonthly and annual reserve
adj ustnents appear on the billing statenent.

c. Comm ngl ed Reserves. The aggregate anount of |oans advanced



by a lending institution, for the purposes of determ ning
its general insurance reserve, shall include |oans reported
for insurance under both the property inprovenent and
manuf act ured (nobile) home | oan prograns.
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4-7. COVPUTATI ON OF TERM AND | NSURANCE CHARGE. The insurance charge
for each loan is calculated by HUD and billed to the approved
lending institution on a nonthly statenent. The nethod of
computing the charge is explained in the foll ow ng paragraphs.

4-8. NEWLOANS. Term The termof the |oan, for insurance purposes,
is computed fromthe date of the note to the maturity date. HUD
determnes the final maturity date of the loan fromthe
informati on furnished by the lender as to the date of the first
paynment, the nunber of payments to liquidate the |oan, and the
node of paynment. No charge is nade for a fractional part of a
nonth which is 14 cal endar days or less, and a charge for a ful
month is made for a fractional part of a nonth which is 15
cal endar days or nore.

4-9. I NSURANCE CHARGE. The regul ations provide for an insurance
charge conputed on the net proceeds of each | oan reported for
i nsurance. The charge for a full nmonth is nade for the
fractional period of a nmonth if nore than 14 days, but no charge
is mude if the fractional period is 14 days or |ess. For
exanple, in the case of a loan for a termof 36 nonths and 14
days a charge is nade for 36 nonths, and in the case of a |oan
for 36 nonths and 15 days a charge is made for 37 nonths.

a. Lending institutions are billed on monthly statenments. The
statenent covering initial insurance charges constitutes
acknow edgenent and acceptance of the loans for insurance
regi stration.

b. No part of the insurance charge with the exception of |oans
made to inprove nursing hones and other related nedica
facilities, may be passed on to the borrower if such charge
woul d cause the total payments to exceed the nmaximum
fi nanci ng charge pernmitted.

c. The Regul ati ons nmake no provisions for cancellation of
i nsurance and provide only for refunds and abatenent as set
out in 24 CFR 201.13. Consequently, a lender deciding to
di sconti nue reporting new | oans for insurance cannot be
relieved of the liability to pay future renewal insurance
prem unms on | oans previously insured.



d. Rates. The per annuminsurance charge for Historica
Preservation Loans is conputed at the rate of fifty-five
one- hundredt hs (.55) of one percent of the net proceeds.

The per annum i nsurance charge for Property | nprovenent and
Fire Safety Equi prent Loans is conputed at the rate of fifty
one- hundredt hs (.50) of one percent of the net proceeds.
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e. Calculation. To obtain the total insurance charge on the
|l oan, the factor for 1 nonth (insurance rate divided by 12
nonths) is multiplied by the amount of net proceeds, and
this result is then nmultiplied by the termin nonths.

f. Billing. The total insurance charge is billed to the |ender
for each | oan having a duration of 25 nonths or less. The
i nsurance charge on those | oans having a termin excess of
25 nonths is payable in installments. Each installnent is
the equival ent of the charge for one year, except the fina
installnment is inclusive of any fractional part of a year
when such fractional part is 6 nonths or |ess

g. Refund or Abatenent. Title | Regulations for insurance
charge refund and abatenent are cited in paragraph 4-15.

h. Due Dates. The initial insurance charge shall be paid
within 25 cal endar days of HUD s acknow edgnment of the | oan
The second and succeeding installnents, if any, are billed
on the first and each succeedi ng anniversary of the first
day of the nonth in which the note was dated. These
install nents must be paid within 25 cal endar days of such
billing by HUD in order to avoid | ate charges (see paragraph
3-12.)

i. Exanple. A Property Inmprovenent Loan with proceeds to the
borrower of $1,000 is dated January 18, 1981, and matures on
February 18, 1986. The insurance charge factor for one
nonth is .00041667 (.0050 divided by 12 nonths).

PERI CD TERM | N | NSURANCE PAYABLE
MONTHS CHARGE
1-18-81/1-18-82 12 $5. 00 - Wthin 25 cal endar
days of acknow edgenent
1-18-82/1-18-83 12 $5. 00
1-18-83/1-18-84 12 $5. 00 - Wthin 25 cal endar
1-18-84/1-18-85 12 $5. 00 days after billing

1- 18-85/ 2-18-86 13 $5. 42 by HUD



4-10.

REFI NANCI NG. The adj usted i nsurance charge in a refinancing
transaction is the amount due HUD on the new note after credit
has been all owed for the unearned charge paid on the | oan being
refinanced. The conputation of the credit for the unearned
charge of the |oan being refinanced is explained bel ow
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a. Unearned Charge. The unearned charge in a refinancing
transaction is established by first determ ning the earned
charge then subtracting that anbunt fromthe total charges
paid. Detailed steps to be taken in determ ning the
unearned charge are as foll ows:

(1) Count the nunber of nonths between the date of the note
bei ng refinanced (old note) and the date of the
refinancing note (new note) to obtain the earned charge
nonths. Take into consideration that the exact nunber
of days are counted.

(2) Miltiply the nmonthly insurance charge factor tines the
nunber of nonths for which insurance charges are earned
(see (1) above) times the original anount of proceeds
of the old note being refinanced to obtain the anount
of earned insurance charges

(3) Deduct the anmpunt of earned insurance charges (see (2)
above) fromthe total insurance charges paid to obtain
the amobunt of credit (unearned charge) due on the
refinancing note. The ADP System automatically credits
this amount to the insurance charge due on the new
note, and bills the I ender a net charge. (See Appendi x
3, page 11). Wen withhol ding insurance charges on a
refinanced | oan, which appears under the Initial
Billing Section, deduct the net charge (not the gross
charge) for the note.

b. Exanple. A Cass 1 Property Inprovenent Loan dated June 10,
1980, for a termof 24 nmonths, with | oan proceeds of $1, 000,
was charged a per annuminsurance rate of .50 percent
(rmonthly factor is .00041667), and all insurance charges
were billed and paid for the 24 nonths period. The
refinanced note was dated April 20, 1981. (See Appendix 3,
page 11). For ADP purposes, all nonths contain 30 cal endar
days.

Mont h Day Year
16 80
Date of New Note 04 20 81



Date of A d Note 06 10 80

10 10 0 = 10 earned insurance
charge nont hs

Full Term 24 nont hs
Earned Term -10 nont hs
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Unearned Term 14 nont hs
Mont hly factor Ear ned | nsurance Ori gi nal Ear ned | nsurance
Char ge Mont hs Pr oceeds Char ge
. 00041667 X 10 x $1,000 = $4.16670000
Total Insurance Charges Paid (1 x $10) $10. 00
Earned | nsurance Charges - 4.17
Unear ned | nsurance Charges $ 5.83

Exampl e: A Historical Preservation Loan Dated Septenber 6,
1980, for a termof 5 years, with | oan proceeds of 410, 000
was charged a per annuminsurance rate of .55 percent
(rmonthly factor is .00045833), and had been billed and paid
for 24 nonths of insurance charges. On April 7, 1982, this
note was refinanced. (See Appendix 3, page 11). For ADP
pur poses, all months contain 30 cal endar days.

Mont h Day Year

16 81
Date of New Note 04 07 82
Date of O d Note 09 06 80
07 01 01 = 19 earned insurance
charge nont hs
Ful | Term 60 nont hs
Earned Term -19 nont hs
Unearned Term 41 nonths
Mont hly factor Earned | nsurance Ori gi nal Earned | nsurance
Char ge Mont hs Proceeds Char ge

. 00045833 X 19 X $10, 00 = $87.082700



Total Insurance Charges Paid (1 x $55) $110. 00
Earned | nsurance Charges - 87.08
Unear ned | nsurance Charges $ 22.92

4-11. | NSURANCE CHARGE PAYMENT. The insurance charge is billed to the
approved lending institution on the Title | Loan Statenment Form
HUD- 2041 (Appendi x 3, pages 11 thru 17) which includes al

i nsurance charges due. The billing statenent al so includes
other data related to the lender's Title | needs. Features of
the billing statenment are:
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(4-11) a. Initial Billing Section. An insurance charge listed in this
section constitutes HUD s acknow edgnment to the | ender of
| oans accepted for insurance and itenizes insurance charges
now due. Al charges are nade in accordance with the HUD
Title | regulations. Final insurance registration of these
| oans i s dependent upon paynment of the insurance charge
within 25 cal endar days after the date of the Form HUD 2041.
(See Appendi x 3, page 11.)

b. Renewal Billings Section. An insurance charge listed in
this section represents the second or subsequent install nent
i nsurance charge for each previously registered | oan having
a duration in excess of 25 nonths and for which a renewal
i nsurance charge is due. (See Appendix 3, page 12).

c. Special Billings Section. Any corrective adjustnents
necessary as a result of an erroneous billing statenent
(overstated, understated, or adjusted reserve bal ance) are
listed in this section. Al so included in this section are
i nsurance charges withheld by the I ending institution under
Schedules 1 or 2 of a previous nonth's reconcilenent form
(see paragraph 3-11) which HUD deens valid and collecti bl e.
(See Appendi x 3, page 13.)

d. Cdainms Section. |Information relative to processed clains is
set forth in this section. O ainms listed in this section
have been finalized and the rel ated | oans have been dropped
fromthe billing records. Once a claimis listed in this
section, the lending institution is no | onger holder of the
obligation. (See Appendix 3, page 14). Any further
paynents received on account by the |ender after assignnent
of the claimnust be forwarded to HUD. Such paynents shal
be made payable to the Federal Housing Adm nistration and
mail ed to Mortgage | nsurance Accounting, Attention: Billing
and Receivable Division (Title |I), Departnent of Housing and
Urban Devel opnent, Washi ngton, DC 20410.



e. Summary Section. This section contains several beneficia
features carefully prepared as a necessary aid to the
| enders. These features include:

Cunul ative total of nonthly insurance charges billed

(2) The up-to-date net bal ance for each primary or
earmar ked i nsurance reserve which had activity during
the previous nonth. In addition, each year the
Cctober 1 billing statenents are nailed to all active
Title | lenders in order to display the bal ance for
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each insurance reserve as of Septenber 30. (See 24 CFR
201.12 of the Title | Regulations for Insurance Reserve
provi si ons).

(3) Al clainms paid or repurchased during a prior billing
cycle. (See Appendix 3, page 15.)

f. Return Sheet. Total insurance charges billed for the nonth
are provided on this sheet. This sheet shall be detached
fromthe other sections and returned with the lender's
rem ttance check.

(1) |If deductions have been nmade fromthe total billed, the
| ender shall indicate that anpbunt in the space provided
on the "Return Sheet." (See Appendix 3, page 16).

(2) Reconcilenment of Insurance Charges, Form HUD 646 (See
Appendi x 3, pages 18 and 19), mnust al so be conpl eted
and attached if there are loans to be reported as
outlined in paragraph 3-11

g. Exceptions Reported. Rejected |loans reported in this

4-12.

section shall be corrected and pronptly resubnmitted. (See
paragraph 3-5). DO NOT return the "Exceptions Reported"
sheet with the HUD 56004 when resubmitting. (See appendi x
3, page 17).

HUD ASSI GNED NUMBERS. Title | Loan Nunmbers are assigned by HUD.

I f,

at any tine, the lending institution finds it necessary to

correspond with HUD, the Title |I Loan Nunber (If concerning an
acknow edged | oan) mnust be incl uded.

a.

Title | Loan Number (previously FHA Loan Number). Each | oan
acknow edged for insurance is assigned a | oan nunber by HUD.



Any nunber assigned having less than 7-digits shall be |eft
justified with zeros. Exanple: Title |I Loan No. 1234 shal
be shown as 0001234. The | oan nunber appears each tinme a

particular loan is referenced on a billing statement. In
case of a refinancing, a new |oan nunber is assigned to the
new not e.

4-13. RECONCI LEMENT FORM Title I Mnthly Statenent- Reconcil ement of
| nsurance Charges, Form HUD- 646 (appendi x 3, pages 18 & 19),
nmust be conpleted and subrmitted with the renmittance check and
the "Return Sheet" of Form HUD 2041 if: (1) an anount other
than the exact anpbunt of the total insurance charges billed is
remtted--the deductions to be shown under Schedules 1 and 2; or
(2) there are loans to be reported in the categories covered by
Schedules 3, 4 or 5. |If the exact anpunt of insurance charges
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(4-13)billed is remtted, and there are no loans to be reported in any
of the above nentioned schedules, only the "Return Sheet" need
acconpany the remttance check. The Reconcil enment Form shall be
signed by an authorized official of the insured institution.
Facsim |l e signatures are acceptable. Instructions for
conpl etion of Schedules 1 through 5 of Form HUD 646, as
appl i cable, are set forth bel ow

a. Wthholding on Prepaid Loans - Schedule 1. Any deductions
nmade fromthe billing under Schedule 1 of the Reconcil enent
Formnust relate to | oans appearing in the particul ar
statenment being reconciled, and only for | oans which have
been prepaid in full prior to or within 25 cal endar days
after the date of the nonthly statement being reconcil ed.
Do not withhold renittance on | oans whi ch have been
refinanced and have been or will be refunded as a credit of
the unearned i nsurance charge on a subsequent nonthly
st at enent .

b. Wthholding for Gther Reasons - Schedule 2. Any insurance
charge withheld for other reasons shall be listed in
Schedul e 2, giving the reason for w thhol di ng paynent.

(1) Such reasons include | oans acknow edged to the
institution in error, duplicate insuring of |oans, and
| oans found to be ineligible for insurance.

(2) Deductions must not be made in Schedules 1 or 2 for
i nsurance charges on | oans whi ch have been refinanced
and have been or will be reported to HUD. The
wi t hhol di ng of such insurance charges will result in



automati c cancell ation of the |oan insurance.

(3) The unearned portion of the insurance charges paid is
refunded as a credit when the refinancing is
acknow edged on a subsequent nonthly statenent.

c. Differences in Loans Listed on Current Mnthly
St at ement - Schedul e 3. All loans for which the "net
proceeds” or the "termin nonths" is incorrectly stated on
the current nonthly statenment shall be |isted under
Schedul e 3. The remittance nust not be adjusted by any
di fferences shown in this schedule. A subsequent statenent
will reflect any corrections or adjustments necessary for
these itens.

d. Loans Reported but Not Shown on Monthly Statenment- Schedul es
4 and 5. Each new and refinanced | oan which was reported 60
cal endar days or nore prior to the date of the current
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nont hly statenent, but has not been acknow edged by HUD on a
nonthly statenent shall be listed under Schedul es 4 and 5,
as appli cabl e.

(1) The lender shall resubmit those new loans listed in
Schedule 4 on its next manifest or include themin its
next subm ssion of punched tabul ati ng cards.

(2) Refinanced loans included in Schedule 5 shall be
resubnmitted on Form FH- 5.

(3) It is of utnost inportance that all unacknow edged
| oans continue to be listed in Schedules 4 and 5 unti
they are acknow edged on a nonthly statenent.

(4) Proper adherence to the procedures in this subparagraph
precludes the denial of a claimfor paynent by HUD
because the | oan had not been acknow edged for
i nsur ance.

4-14. LATE CHARGES ON | NSURANCE CHARGES. HUD regul ations require
| enders to pay a |late charge of 4 percent on the anount of their
paynent to HUD for insurance charges if paid nore than 25
cal endar days after the acknow edgenent (new | oans) or billing
date (renewal and other |oans) as shown on Form HUD- 2041.

a. No late charge will be required with respect to any | oan
which HUD fails to render a proper billing (Form HUD-2041)



to the lender. No late charges will be inposed on any | oan
|isted under Schedules 1,2,4, and 5 of the Title | Mnthly
St at ement - - Reconci | enent of | nsurance Charges, Form HUD 646.

b. The postmark date of the postal service on the envel ope in
which the renmittance is nailed will be accepted by HUD as
the date paynent is nmade by the | ender

c. Lenders will conpute the late charge on the total anmount due

HUD after perform ng the reconcilenment or on the anount
billed, if paying as billed, when paynent is not nade within
25 cal endar days after acknow edgenent or billing date. |If
anounts are deducted fromthe billing during the
reconci | ement process, and HUD deternines, through its
research that the billing was proper, the late charge will
be due.

d. Show the anobunt of l|ate charge, if due, on the Form HUD 646
and the "Return Sheet" of the Form HUD- 2041 (See Appendix 3
pages 16, 18, and 19).
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(1) If no exceptions are taken, the late charge cal cul ation
shall be as follows: Total Insurance Charges Billed as
shown on the "Return Sheet of the HUD 2041 nultiplied
by four percent (.04).

(2) If exceptions are taken, the | ate charge cal cul ation
shall be as follows: Total Insurance Charges Billed as
shown on the "Return Sheet"” of the HUD- 2041, |ess the
total of the exceptions as listed in Schedules 1 and 2
of the HUD 646, multiplied by four percent (.04).

e. Wen the late charge (as cal cul ated above) is added to the
total bill or the total bill |ess exceptions, the sumwl|
represent the total ampunt due HUD. Lenders should issue
one check for the total amount due HUD.

g. THE LATE CHARCGE SHALL NOT BE PASSED ON TO THE BORROVER.

4-15. REFUND OR ABATEMENT. The Title | Regul ations provide that there

shal |l be no refund or abatenent of any portion or installnment of
the i nsurance charge except:

a. The charge on a refinanced note may be credited with the
unearned portion of the paid charge, and future renewal
prem unms renmi ning on the original note will be abated;



4-16.

I nsurance charges falling due after the claimis filed or
the note is prepaid in full;

The charge paid on a loan or portion thereof which is found
to be ineligible; but no refund is nmade unless a claimis
deni ed by the Commissioner or the ineligibility is reported
by the insured pronptly upon di scovery and an application
for refund nade. In no event shall charges be refunded
where the application for refund is not made until after the
loan is paid in full.

LOAN ACKNOALEDGEMENT DATE. The date of the nonthly statenent

on which HUD lists the initial insurance charge for a loan is
the "l oan acknow edgenent date.” This date is necessary on all
Refi nancing Reports (FH5), Transfer of Note Reports (FH6), and
Title | Cdaimfor Loss Fornms (HUD-637). Since individual |oan
reports are not maintained in HUD files, |enders nust note the
acknow edgenent date on the | oan jacket or other appropriate
docunent .

Such notation will nmake this date easily accessible to the
| ender to all ow expeditious reconcilenment on nonthly
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(4- 16)

i nsurance charge statenments, thus assuring that all |oans
have been acknow edged for insurance.

The notation al so precludes the possibility of denial of a
claimfor insurance benefits by reason of the | ender not
being in a position to furnish the required data on the
claimform

If the above forns are submitted to HUD wi thout show ng the
| oan acknow edgnent date, they will be returned to the
| ender for correction and resubni ssion

9/ 83

Page 4-14

HUD- Vash., D. C



4700.1 REV-1

CHAPTER 5. SETTLEMENT OF CLAI M5

| NTRODUCTI ON.  When a claimfor loss on a defaulted | oan insured
under Title |I of the National Housing Act is received by HUD
every effort is made to process it expeditiously so that its
certification for paynment by the Treasury Departnent can be nade
pronptly. This Chapter provides guidance to the |ender in
preparing its claimfor submission. It not only outlines the
requi red documents, forns, and papers, but al so expl ai ns what
information i s necessary so that the claimcan be processed, in
nost cases, without further correspondence. Careful adherence
to these procedures will result in paynment of Title | clains
within a mninmumof time and thereby reduce processing costs of
both the | enders and HUD.

Accurate and Conplete Clainms. |If the claimsubnitted is
accurate and conplete in every detail, its exam nation for
conpliance with statutory and regul atory requirenents and
the verification of the allowable | oss can be conpleted

wi thout delay. In such cases, the I ender receives its check
fromthe Treasury Departnent in a relatively short tine.
When i naccuraci es and om ssions require correspondence with
the lender to obtain clarification or conpletion of

i nformati on, payment of the claimis unavoi dably del ayed.

Data and Docunmentation. An accurate and conplete claim
requires certain data and docunentation which nust be
obtained at the inception of the loan. Sone of these
requirenents will vary, depending on the HUD Title

Regul ations in effect at the tine the application for the
|l oan was made. It is inportant, therefore, that personne
engaged in initiating transactions as well as those who are
responsible for preparing and submtting clains be fanmliar
with these requirenents. Chapters 1, 2 and 3 contain the
adm nistrative policies and requirenents concerning the

di sbursenment of eligible |oans.

Anmount Payabl e on Losses. The anobunt of claimis limted to
90 percent of the calculated principal and interest |oss
sustai ned by the | ender, plus other allowances pernmitted by
the regulations. Interest at 7 percent per annumw || be
conputed on the outstandi ng principal balance fromthe date
of default to the date of application for reinbursenent of

|l oss, or to a date nine nonths and 31 days from date of
default, whichever period of time is the lesser. 1In no
event shall the total interest allowances exceed the maxi mum
perm ssi bl e financing charge on the principal anmount

out standi ng nine nonths and 31 days fromthe date of

defaul t.
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5-2. ASSEMBLI NG AND EXAM NI NG THE NECESSARY PAPERS. Wien the | ender
has exhausted all collection efforts and wishes to file claim
under its contract of insurance, the first step is to assenble
al |l docurnents, forns, |edger cards, and correspondence rel ating
to the account in a file. The Transmittal Sheet of the Title
Claimfor Loss in Appendix 4, page 3 provides a conveni ent
reference in determ ning when the docunents listed therein are
requi red. The docunents in this file should be carefully
exam ned for conpl eteness and the file should be carefully
checked to deternine that the docunents |isted bel ow, as
required, are included. In summary we require that the tota
file be submitted including your collection history and ot her
rel ated forns, docunents and letters.

a. Credit Application, FormFH 1. This form should be exani ned
to determ ne

(1) that it has been properly dated;

(2) that the borrower's interest in the property inproved
has been clearly stated as an owner or | essee;

(3) if lessee, that the expiration date of the |ease has
been indi cated;

(4) if leased comercial property, that the owner has
either joined in signing the prom ssory note or HUD s
prior credit approval was obtained ( in the latter
event, the approval letter should be included in the
claimfile);

(5) that the description and estimated cost of the
i nprovenent (s) have been fully stated;

(6) that the property inproved, if a residential structure,
had been conpl eted and occupi ed for ninety days or
| onger;

(7) that all other itens on the form have been conpl et ed;

(8) that the application has been properly signed by the
eligibility borrower(s); and

(9) that, if proceeds were disbursed to a
deal er-contractor, the person selling the
i mprovenent (s) has signed
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(10) If the exam nation disclosed inaccuracies or om ssions,
an expl anation should be prepared for inclusion in the
file.

(11) The credit application subnmtted with the claimnust be
an ORIA@ NAL. If the original cannot be furnished or if
the | oan application is unsigned, a statement signed by
an officer of the lending institution should be
submitted, setting forth the reason(s) why a copy of
the application is being included and/or from what
source the information on the unsigned application was
obt ai ned for consideration of the claim

Prom ssory Note. The note should be exam ned to determne
that it has been properly dated; that the payee has been
stated; that the nunerical and witten face amounts are in
agreenment ( if the two anpbunts are not in agreenent, a
signed statenent fromthe nakers acknow edging the true
anount shoul d be obtained); that the date of the first
paynent and the anount and nunber of periodic paynents have
been indicated; and that the signatures of all note signers
are genuine. |If the note was executed for and on behal f of
a corporation, a corporate resolution should be attached
enpowering the makers of the note to create a binding
obligation of the principal

Assi gnnent of Note. The note on which a claimis paidis
assigned in full to the United States, and 10 percent of the
calculated loss will be borne by the lender. The note is
not assignabl e even though HUD nay make full recovery of the
anount due on the note, nor will there be any transfer of
the credit of funds in such instances. 1In no case may an
insured lending institution ask a borrower, dealer or other
person to reinburse the institution for co-insurance |oss,

or any ot her deduction nmade by HUD in settlenment of a claim
since the National Housing Act intends that such loss wll
be borne by the lender. Since the lending institution is no
| onger hol der of the note, it has no | egal basis for
requesting the obligor to make further paynent. Any anounts
received on account by the lending institution after claim
must be forwarded pronptly to HUD.

(1) The reverse of the note should be examined to assure
that it bears a conpl ete endorsenent of the
deal er-contractor (if it is a dealer |loan) and that the
assignnent to the United States of America by the
| ender indicates the nanme of the lending institution
is signed by an authorized official with title
i ndi cated, and is dated.
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(2) The reverse of the note shall be in the following form

"All right, title and interest of the undersigned is
hereby assigned (w thout warranty, except that the note
qualifies for insurance) to the United States of

Aneri ca.

(Lendi ng Institution)

By:

Title:

Dat e:

Borrower's and Deal er's Conpletion Certificate, Form FH 2.
The conplete certificate should be exanined to determ ne
that it has been conpletely executed and signed by an
eligible borrower and by the person approved by the | ender
as the dealer. As in the case of the prom ssory note,
signatures to the certificate nust be genuine. This
certificate is not to be signed or dated until after

the i nprovenents have been satisfactorily conpleted by the
deal er. This docunment is not required for direct |oans.

Deal er's Contract or Sales Agreenment. The contract or sales
agreenment shoul d be inspected to deternine that a conplete
description of the material to be used and the work to be
performed has been states; that the unit cost is shown; and
that the stated cost of the inprovenent(s) is in agreenent
with the credit application. The contract or sales
agreenment must be signed by an eligible borrower and by the
deal er, although the signatures appearing on the original
The date of the contract or sales agreement should be prior
to the comrencenent of the inprovenents and should bear a
close relationship to other required deal er docunentation
Thi s docunent is not required for direct |oans.

Advance Notice to Borrower. At |east six (6) cal endar days
prior to making disbursenent to a deal er, the | ender nust
give the borrower witten notice of the approval of his/her
credit application. This docunent is not required for
direct | oans.

(1) If additional inprovenents are nade, a suppl enmental
advance notice nmust be sent to the borrower. In any



event, it is not required that the borrower acknow edge
recei pt of such notice(s).
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(5-2) (2) The lender must, however, produce a record of having
mai | ed or delivered such notice(s). As acceptable
records of delivery would be a dated carbon copy of the
notice(s) or a dated entry in the borrower's loan file.

(3) Supplies of the advance notice are not furni shed by HUD.
Lenders should i ssue the notice on their own |etterhead
stationery.

g. Borrower's Authorization Certificate. Where proceeds are
paid to soneone other than the borrower, the authorization
certificate should be inspected to determine that it has
been conpl etely executed and signed by all borrowers and al
makers and co-signers on the note. As in the case of the
prom ssory note, the signatures of all parties to the
certificate nust be genuine. This document is not required
for direct |oans.

h. Demand Letter. A final demand |letter nust be sent to
the borrower(s) and a copy nmade a part of the claimfile.
The demand | etter should be unconditional and for the ful
unpai d bal ance of the note. To avoid fornms of demand
| etters which are not wholly acceptable, the foll ow ng
phrasi ng i s suggest ed:

"The option to accelerate maturity of your note is
exercised at this time, by reason of the fact that
peri odi ¢ paynents have not been nade in accordance with

its ternms. The entire balance of $ pl us interest
of $ , making a total of $ i s now due and
payabl e. "

i. Ledger Cards. |If the borrower had prior Title | loans with

out st andi ng bal ances at the tine the defaulted note was

made, the file should contain a | edger cared on the earlier
obligations. |If claimis being filed on a defaulted note

whi ch had been refinanced, the | edger card covering the
prior loan refinanced, clearly stating the unpaid bal ance
and the anobunt of rebate, should be nade a part of the claim
file.

(1) Certified Statements in Lieu of Ledger Cards. |If the
| ender has converted to automatic data processing,
certified statements executed by an official of the



institution are acceptable alternatives to paynent
records item zed on | edger cards.
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(5-2) (2) Statenment Certification. As applicable, and for
conmpliance with specific regulations, the statenents
shoul d certify as follows:

(a) That a prior Ioan was not past due nore than 15
days when proceeds of a later |oan were disbursed,

(b) That the outstandi ng aggregate | oan bal ance with
respect to the sane property or structure did not
exceed the dollar limtation prescribed for the
type of loan involved

(c) That the total outstanding principal balance on
all Title | loans at one tinme did not exceed the
dollar limtation set for the type of |oan having
the largest permissible limt, exclusive of
financing charges. |If in excess of the |argest
permissible limt, aletter granting prior
approval of the Assistant Secretary for
Housi ng- Feder al Housi ng Conmi ssi oner should be in the
file.

j. Attorney's Papers. Wen an attorney was enployed to effect
collection and the claimis to include attorney's fees
actually incurred and paid, a conplete statement fromthe
attorney should be obtai ned and nade a part of the file. A
transcript of the judgment should al so be included in the
file when the note was reduced to a judgnent. For further
i nformati on on judgenents and attorney's papers, see
par agr aph 4-4 of this Handbook

k. Proof of Claim The lender is required to service loans in
accordance with acceptable practices of prudent |ending
institutions. This, of course, includes tinely filing of
Proof of Claimin decedent estate and bankruptcy cases. |If
a Proof of daimin a decedent estate or bankruptcy action
is filed with the adm nistrator or referee, a copy of such
Proof of C aimshould also be in the claimfile.

(1) Bankruptcy. The assignnent of the Proof of Claimin
bankruptcy should identify the District Court by
District and Division; cite the nanes of all bankrupts;
show t he bankruptcy nunber, the United States of
America as assignee, the amobunt of the claim the



corporate nane of the | ender; and bear the signature
and title of an authorized official (i.e. an officer of
the lending institution).
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(5-2) (2) Decedent Estate. The assignnent of the Proof of Caim

in a decedent's estate should identify the

adm ni strator or executor; show the nane of the
deceased, the United States of America as assignee, the
anount of claim and the corporate name of the |ender
and bear the signature and title of an authorized

of ficial

Certificate of Eligibility, FH1(HP). Loans nmade avail abl e
under the Historical Preservation category shall be made
only for the rehabilitation, preservation or restoration of
historic structures. The proposed inprovenent(s) to

the historic structure shall be subnmitted to the State

Hi storic Preservation Oficer of any other person authorized
by the Secretary of the Interior in the state where the
historic structure is located. |If the proposal, is
approved, the approval should be indicated on the FH 1(HP)
and nmade a part of the claimfile upon subm ssion to HUD for
i nsurance benefits. (Reference Section 201.1606 of the
Title | Regul ations.)

Evi dence of Fire Safety Marshal's Approval. Loans insured
under the Fire Safety Equi pment category shall be considered
only where a proposal has been submitted and approved by the
Fire Safety Marshal or other State or local official or
agency, or other authority having primary responsibility or
jurisdiction for the fire safety requirenents of the health
care facility. This docunent shall be nade a part of the
claimfile when claimis submitted on a defaulted Fire

Saf ety Equi pnent Loan. (Reference Section 201.1125(a) of
the Title | Regulations.)

Addi tional Docunments. Wile the aforenentioned docunents
represent the basic papers required for |oans insured under
Title I, additional forms and certificates are necessary
under certain circunstances. These and the applicable Title
| Regul ations are:

(1) Letter granting prior approval of the Assistant
Secretary for Housi ng-Federal Housi ng Commi ssi oner
Sections 201.5(e) and 201.1611;

(2) Certificate of Eligibility, Form FH 801, on |oans which



i nclude built-in-kitchen appliances, Section
201.6(d) (6);

(3) Statement of Eligibility, Form FHA-226, on | oans which
include civil defense shelters, Section 201.6(e);

Page 5-7 9/ 83

HUD- Vash., D. C.

4700.1 REV-1

5-3.

(4) Certification of |oans which include septic tanks,
Section 201.6(f);

(5) Certificate of Eligibility, FormFH 802, on |oans which
i nclude permanently installed carpeting, Section
201 .6(q).

SECURI TY I NSTRUMENTS. If security has been taken in the form of
a real estate nortgage, deed of trust, conditional sales
contract, chattel nortgage, nmechanics lien, or other security
device for the purpose of securing the loan, it should be
recorded in accordance with the statutes of the applicable
jurisdiction. Where security has been recorded the insured
shall, prior to filing claim place on record an assignment to
the United States of Anerica of said security. A $25 fee will
be paid the | ender for expenses in recording any security or

ot her recordabl e assignment to the United States of Anerica. In
those instances where the lender or its attorney is of the

opi nion that the assignment shoul d not be recorded, the |ender
should include in its subnission of claima full explanation of
the reason the assignnent was not recorded, and if circunstances
warrant, the Regulations will be waived. A waiver, however,
cannot be consi dered unl ess a conplete statement of the
operative facts is included with the clai msubnission

a. Assignnent of Security. While a marginal form of
assignnent, simlar to that used in assigning a note, is
acceptable in some jurisdictions, it has been found that in
nost instances a separate form of assignnent which fully
identifies the security is required, The |ocal recording
of fice can advise lenders of the requirenents in the
appl i cabl e jurisdiction.

b. Preparation. Unavoidable delays will be elimnated if the
assignnent is prepared as indicated below. The assignnent
shoul d:

(1) Cite a nomnal consideration

(2) Designate the United States of America as assignee;



(3) Follow the instrunent for description of the property;
(4) Show recording references, i.e., date, book, page

(5) Show the name of the |ender, be dated, and signed by an
aut hori zed official;
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(6) Bear the corporate seal
(7) Be acknow edged and dated by a Notary Public.
5-4. JUDGQVENTS. Wile the regulations do not specifically require a

lender to litigate on a Title | note, there are instances
wherein a judgnent is required to establish the validity and
enforceability of the obligation. 1In addition, froma

coll ection standpoint, and fromfacts singular to a particular
transaction, the | ender should consider the advisability of
instituting | egal action.

a. Assignment of Judgnent. The assignnment of the judgnent
shoul d be prepared froma copy of the transcript and shoul d
provide the data indicated below. As in the case of other
security, the Cerk of the Court for the local jurisdiction
can advi se |l enders regarding the requirenents for an
acceptabl e assignnent to transfer interest. The assignnent
shoul d:

(1) Cite a nomnal consideration
(2) Designate the United States of America as assignee;
(3) ldentify the court by name, state and county;

(4) Fully cite the awards of the court, i.e., principle,
interest, fees and costs;

(5) Recite the true balance due on the total judgnent in
the covenant;

(6) Show the name of the |ender, be dated, and signed by an
aut hori zed official;

(7) Bear the corporate seal
(8) Be acknow edged and dated by a Notary Public.

b. Attorney's Statenent of Collections. 1In all instances,



where an attorney is engaged, the full anount collected by
the attorney should be credited to the account, and the file
should contain a statenent fromthe attorney item zing the
anounts and dates of payments collected and the cost of such
collections. Attorney's fees for collections are

rei nbursable only if paid by the lender. wunique to the Fire
Saf ety Equi pnent Loans, attorney's fees shall not exceed
$250. The attorney's fees for the remaining Title
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i nprovenent |oans are limted to 25% of the anount coll ected
by the attorney on the defaulted note (excluding recording
expenses), provided the borrower is liable for the paynent
of such fees under the laws of the jurisdiction applicable
to the note, and provided the | ender does not waive its

cl ai m agai nst the borrower for such fees.

(1) Al paynents received after the maturity of the note,
i ncluding the anount collected by the attorney, should
be item zed in the space provided on the Title | Claim
for Loss, Schedul e A-Deductions, Section IIl, (See
appendi x 4, page 7).

(2) The full anpunt collected by the attorney and
attorney's fees should be shown on the Title I O aim
for Loss, Schedul e B-Additions, Section Il (See
appendi x 4, page 9).

c. Attorney's Statement of Fees. In all instances, the fees
i ncurred nmust be supported by a receipted bill fromthe
attorney.

(1) In accordance with Property |Inprovenent Loan
attorney's fees for a judgnment secured by confession
after default are linted to $10 or 15% of the bal ance
due on the note, whichever is the |esser.

(2) Attorney's fees for a judgnent secured through suit are
limted to $50 or 15% of the bal ance due on the note,
whi chever is lesser. This does not apply to Fire
Saf ety Equi pnent Loans.

(3) Attorney's fee for collections and expenses incurred by
an attorney for Fire Safety Equi prent Loan litigations
shal | not exceed $250 per case.

d. Attorney's Waiver of Lien. Exanmine to deternine that the
Attorney's Lien included in the judgnent has been satisfied
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or waived; if waived, that the statenment waives all rights
of subsequent claim and that the statenent has been signed
by the attorney.

TITLE | CLAIM FOR LOSS (HUD-637). When the exami nation of the
cl ai m papers has been conpleted, the next step is the
preparati on of the HUD- 637, which is designed to accommodate al
Title | loans. This package includes a cover sheet and four
3ets of forns as follows: Transmttal Sheet (Parts 1 and 2),
Application Voucher (Parts 3 thru 6), Schedul e A-Deductions
(Parts 7 thru 10) and Schedul e B-Additions (parts 11 thru 14).

9/ 83
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Schedul es A and B shall be conpleted prior to entering date on
the Application Voucher. The schedul es consist of three
sections; however, all Title |I property inprovenment |oans
covered in this Handbook are to use Section Ill on both
schedul es, leaving Sections | and Il blank

a. Mandatory Conpletions. The Transmittal Sheet and both
Schedul es A and B (applicable section only) nust be
conpl eted. Lenders who do not wish to conplete the "total
i nsured | oss" under bl ock 16 on the Application Voucher
must, at a mininum conplete blocks 1 thru 15 and 17 thru 19.
Only items 1, 3, and 5 are mandatory itens under bl ock 16

b. Tinme Requirenents. Cdaimshall be filed no later than 6
months after the due date of the final installnent provided
for in the note where a Property | nprovenent Loan or
Hi storical Preservation Loan has defaulted. Were a Fire
Saf ety Equi pnent Loan has defaulted, claimshall be filed no
|ater than 9 nonths and 31 days after the due date of the
earliest fully unpaid installnment provided for in the
obligation. Unless an extension of the claimfiling period
is requested by the | ender and approved by the Secretary,
the above claimfiling periods nmust be met according to
regul atory requirenments. Request for such extensions nust
be in witing and submtted to the Director, Ofice of Title
| Insured Loans. Attach an approved copy of the extension
request to the clai mpackage.

c. Payments received after Filing daim Should the nmaker of
the obligation tender paynents thereon to the insured
institution subsequent to the filing of this application
such nmonies will be accepted for, and proceeds i medi ately
transmitted to Director, Mrtgage |nsurance Accounting, OFA,
Attention: Receipts and Deposits Branch, Departnent of
Housi ng and Urban Devel oprent, Washi ngton, DC 20410, in
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accordance with the HUD Regul ati ons.

COVPUTATI ON OF I NSURED LCSS. Information required by the forns
in the claimpackage is sufficient for the |l ender to compute the
total insured loss. After having conpleted the Transnitta
Letter, Section Ill of Schedules A and B, and the upper portion
of the Application Voucher (blocks 1 thru 15), the |lender may
enter its conputation in the columm headed "Certified

I nformation furnished by Applicant” (block 16). It is not
mandatory that the | ender conpute the total insured | oss under
bl ock 16 of the application voucher (See paragraph 4-5a). |If
the Il ender elects to conpute the total insured |oss (block 16),
a verification of the |l ender's conputations is nmade upon recei pt
of the clai mpackage by HUD. Where di screpancies are detected
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during the verification process, HUD will enter corrections in
the col um headed "HUD USE ONLY" , Verification of Amount Due.
Parts 4, 7, and 12 are returned to the | ender, indicating any
alterations made to the claim wth the Treasury check issued in
paynment of the claim

EXAMPLE OF COVPUTATI ON OF | NSURED LOSS VWHERE UNEARNED FI NANCE
CHARGE |'S COVPUTED BY THE " RULE OF 78'S METHOD'. The follow ng
hypot hetical case is prepared for the information of |enders to
illustrate the manner in which loss is deternined on defaulted
Title | property inprovenent |loans. Let us assune that a 10
year Historical Preservation note for $51,660, payable in 120
monthly installments of $430.50 with date of first paynment
August 1, 1977 was executed July 1, 1977. The financing charge
(at 12% per annunm) of $21, 660 was taken using the factor tables
in paragraph 2-16. The borrower received $30, 000 (net proceeds)
in cash. Installnents were paid when due up to and i ncluding
the paynment of April 1, 1979, but the May paynent was not nade.
On June 30, 1979, the lender, having received no further
paynments, demanded full paynment of the bal ance of the note. On
July 31, 1979, the |ender decided to submt a claimand furnish
the informati on and docunentation required by the Title | Caim
for Loss, Form HUD-637. The case discussed here, is illustrated
in Appendi x 4, pages 3, 5, 7, and 9

a. Schedule A- Deductions, Section IIl. Since no additiona
funds were received after the date of default, no anmpunts
will be entered in this section. Nornmally, the total anmount
of principal and interest received by the | ender on account
of the loan from any source, which has not been applied in
reduction of the borrower's indebtedness, woul d be entered
here. NOTE: The refund of insurance premuns |listed as



item 1l does not include Title |I insurance charge. The
Title | insurance charge adjustnents, if any, wll be
comput ed by HUD and applied on a future Title I Billing
Statement, Form FHA-761

Schedul e B-Additions, Section Ill. Since this claim

i nvol ved a secured loan, no litigation actions were entered.
This section is used to item ze each all owabl e expenditure
incurred by the | ender while processing the defaulted | oan
A statenment of expenses and receipts shall be included for
each time entered in this section of the claimform

Application Voucher. Based on the information contained in
the claimfile, conplete blocks 1 thru 15. The conputation
for itenms listed under block 16 is nmade in accordance with
the following comments and is inserted on the Application

Voucher as illustrated on page 5 of Appendix 4. The item
9/ 83 Page 5-12
4700.1 REV-1
(5-7) nunbers listed below relate to the nunbers in the left

mar gi n of the Application Voucher
[ tem No. Comment s

(1) Enter the total finance charge which has been
included in the face ambunt of the note. Exanple:
Face anpunt of Note ($51,660) |ess proceeds to
borrower ($30,000) equals total finance charge
(%21, 660) .

(2) The finance charge is considered distributed over
the period of the loan and is prorated to the date
of default. The proration is based on the
out st andi ng bal ance for the total period of tine
fromthe date of the note. Twenty-one of the one
hundred twenty regul ar paynents were received, the
default being in the twenty-second period. The
factor to be used, therefore, is .3321861233 based
on the fornmula is subparagraph 4-7d. The charge
to be prorated ($21,660) rmultiplied by this factor
represents the finance charge earned to default.
The amount that will be allowed under this claim
is $7,195.15 ($21,660 x .3321861233).

(3 & 4) The | oan proceeds paid to the borrower of $30, 000
added to the earned finance charge of $7,195.15
yi el ded $37, 195. 15.

(5 & 6A) Since $9, 040.50 was received in regul ar



(6B)

(7 & 8)

(9)

install ments, this amunt is subtracted fromthe
total anmount due up to the tine of default,
| eaving a bal ance due of $28, 154. 65.

This line is to be used when the regul ati ons
require that the finance charge be cal cul ated by
the "actuarial nmethod" and an anortization
schedul e i s used.

No additional deductions were |listed on
Schedul e A, therefore, enter a zero on line 7 and
bri ng down the anount shown on |ine 6A.

Interest at 7% was due, therefore, on $28, 154. 65
fromMy 1, 1979 to July 31, 1979, the date on
which the claimwas filed. The table headed
"Exact Nunber of Days in Fractional Parts of a
Year" (see Appendix 4, page 15) shows the total
nunber of days between May 1, 1979 and July 31
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(5-7)

(10)

(11 & 12)

(13 & 14)

1979 to be 91. The interest factor for 91 days at
7% per annum as shown in the interest table (see
Appendi x 4, page 16) is .0174521. This factor
when multiplied by the outstandi ng bal ance due as
of May 1, 1979, ($28,154.65) results in interest
for this period of $491. 36.

Add lines 8 and 9 to arrive at the unpaid
princi pal bal ance (including the prorated finance
charge) and the uncoll ected earned interest.

No al | owabl e expenses were listed in section I
of Schedule B. Enter a zero here, then bring the
figure fromline 10 down to line 12.

Since the Historic Preservation Loan is considered
a "type A" loan, enter 10%of |ine 10, Unpaid
Princi pal Bal ance and Earned Interest, on |ine 13.
Subtract the conputed 10% ($2, 864.60) fromline 12
($28,646.01) for the Total Insured Loss
($25,781.41) on line 14.

Bl ocks 17, 18, and 19 shall contain the full nanme and
address (including ZI P code) of the lending institution,
signature and title of the authorized official attesting to
the certification statenment, and the date the application is
si gned, respectively.



d. "Rules of 78's" Fornmula for Determ ning Earned Fi nance
Charge Proration Factor. Qutlined belowis the fornmula for
determning the proration factor required to conmpute the
earned finance charge to the date of default.

(1) m = nunber of days to first paynent
n = nunber of periods in |oan
d = nunber of paynents nade before default

m + dn - d (1 + d)
30 2 = Proration Factor

m + n (n-1)
30 2

(2) Toillustrate howthis fornula is used, the follow ng
shows how the factor was determ ned for the
hypot heti cal case expl ained i n subparagraph ¢ (Item 2)
above and illustrated in Appendi x 4, page 5.
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31 x 120 + 21 x 120 - 21 (1 + 21)

30 2 = .3321861233

31 x 120 + 120 (120 - 1)

30 2

5-8. THE "ACTUARI AL" METHOD. Section 201.1265 of the HUD Regul ati ons
mandat es the nethod of cal culation that nmust be used to
determ ne the earned and the correspondi ng unearned interest
(finance charge on a defaulted Fire Safety Equi prent Loan
According to this section of the Regul ations, the insured | ender
shal |l be cal cul ated according to the "actuarial" method. This
nmet hod of interest conputation treats each | oan exactly as
though it were an interest bearing, direct reduction |oan
Thus, with the use of a standard direct reduction |oan
anortization schedule or a table of actuarial refund factors,
the anmobunt or earned/ unearned interest can be detern ned.

a. The anortization schedule is a useful guide for both the
borrower and the | ender. The schedul e provi des the whol e
picture for a loan: (1) the monthly paynent; (2) how nuch
each payment during the entire life of the |loan is divided
between interest and principal; and (3) how nmuch of the |oan
i s outstanding at any tine.



(1) The anmpbunt of earned interest can be determ ned by
sinmply accunulating the interest listed in the interest
columm of the schedule up to, but not including, the
date of default. The follow ng exanple shows the
amount of interest earned on a $1, 000 | oan financed at
11% for 20 years which defaulted on the 15th
installnent. The exanple is based on the anortization
schedul e in Appendi x 4, page 10.

$109.28 = Interest for 12 nonths as totaled on the

schedul e.

Interest for 13th install nent.

Interest for 14th install nent.

Partial interest earned in 15th install nent.

________ ($9.01/.30 days = .30 x 29 days = $8.71)
$136.04 = Interest Earned Up to Date of Default

®©©©
~Noo
,N®
non

(2) The instructions inmediately preceding bl ock 16 of the
Application Voucher (See Appendi x 4, page 12) states,
in part "Were the 'Actuarial Method' is used, start
with line 6B..." This instruction applies only when
the anortization schedule is used to determ ne the
earned/unearned interest. The amobunt to be placed on
line 6B is the unpaid principal balance shown on the
schedule as of the last fully paid installnent, plus
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any interest earned in the followi ng (default) period.
Using the exanple from (1) above the anortization
schedul e in Appendi x 4, page 10, the unpaid principa
bal ance to be placed on line item 6B of the Application
Voucher is determ ned as follows:

$982.71 = Balance as of the last fully paid

i nstall nent.
8.71 = Interest earned up to date of default (29
_______ days) .
$991.42 = Unpaid Principal Balance as of Date of
Def aul t.

b. Actuarial refund tables provide another conveni ent source of
exactness in this process of interest conputation. Once the
nunber of unpaid installnments are determ ned, the
appropriate factor can be |located on the refund table and
appl i ed against the nonthly installnent figure. The answer
(anount of unearned interest) should then be subtracted from
the total anpbunt of interest to obtain the amount of earned
interest up to the date of default. Detailed instructions
for the use of the tables are explained bel ow Paragraph
5-9¢, item(2) shows an illustration



(1) Conpute the nunber of full paynments remaining to
maturity. This would be the nunber of paynents stil
remai ning | ess one ( do not count the paynent on the
date of default). Because interest is considered
earned up to the date of default, the nunber of days
between the last fully paid installnment and the date of
default (but not including the date of default) are
earned interest days. Thus, the date of default should
be added on the paynments remai ni ng as one day.

(2) Fromthe Anortization Refund Tables, find the page for
the appropriate annual percentage rate. Under the
headi ng "nmont hs", find the nunber of full payments
remaining. Add to this factor, the daily factor which
represents the day of default. Miltiply the resulting
factor times the nonthly installment. This is the
anmount of unearned interest (finance charge).

(3) Subtract the anmount of unearned interest fromthe total
amount of interest calculated for the full termloan to
obtain the anobunt of earned interest.

5-9. EXAMPLE OF COVPUTATI ON CF | NSURED LOSS WHERE UNEARNED FI NANCE
CHARCE | S COVWPUTED BY THE " ACTUARI AL METHOD' USI NG ACTUARI AL
REFUND TABLES. Let us assune that a 20 year, $50,000 (net
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(5-9) proceeds to be entered in block 11 of the Application Voucher)
Fire Safety Equi pment Loan financed at 11% per annum i nterest
rate, payable in 240 nonthly installments of $516.10 with date
of first paynent August 20, 1977 was executed July 20, 1977
Install ments were paid when due up to and including the paynent
of Septenmber 30, 1978, but the Cctober paynment was not nmade. On
Noverber 30, 1978, the |ender, having received no further
paynments, demanded full paynment of the bal ance of the note. On
Decenber 28, 1978, the |l ender decided to subnit a claimand
furni shed the informati on and docunentation required by the
Title | daimfor Loss, FormHUD 637. The case discussed here
is illustrated in Appendi x 4, pages 11 through 14.

a. Schedule A- Deductions, Section Ill. No additional funds
were received after the date of default; therefore, no entry
will be made in Schedule A. (See paragraph 4-7a.)

b. Schedule B- Additions, Section Ill. No expenses were
incurred as a result of processing this claim (See
par agr aph 5-7b).



Application Voucher. Blocks 1 through 15 of the case
illustrated in Appendi x 4, page 12, were based on
information contained in the claimfile. Conpletion of all
items under block 16 by the | ender are optional. It is
requi red, however, that the lender, at a mninmum conplete
itens 1, 3, and 5 of block 16.

(1) Although the instructions preceding bl ock 16 reconmends
starting the calculations on line 6B when the actuaria
method is used, all itens (1 through 14) under bl ock 16
have been conpleted in this exanple to add clarity and
is reconmended to | enders who elect to conpletely
calculate the total insured loss with the use of the
actuarial refund tables.

(2) The conmputation for itens |isted under block 16 were
made in accordance with the followi ng coorments and
inserted on the voucher. The item nunbers |isted bel ow
relate to the nunbers in the left margin of the
voucher.

Iltem (1) - In this case, the total finance charge is
obtained by multiplying the monthly installnent figure tines
the nunber of installnents required to anortize the |oan
(see block 12) less the anpbunt of proceeds to the borrower.

Mont hly I nstall ment $ 516.10
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(5-9) Install ments Required X 240
$123, 864. 00
Proceeds to Borrower - 50, 000. 00
Total Fi nance Charge $ 73,864.00

I[tem (2) - The earned finance charge is obtained by first
determ ning the unearned finance charge which is then
subtracted fromthe total finance charge shown in item1,
above.

(a) Conpute the nunber of full paynments remaining to
maturity:

Oiginal Nunber of Installnents

Required to Anortize Loan 240
Nunber of Installnments Made -14
Nunber of Installnents Remaining 226

Instal | nent Due on Date of Default -1



Full Install ments Remaining 225

(b) For interest purposes, one (1) day will be added to the
nunber of full installments remaining, which
represents the day of default on which interest is not
earned by the | ender.

(c) Wth the use of the appropriate actuarial refund table
(see Appendi x 4, pages 17 and 18), locate the factor
for the 225th month. Add to this factor one (1) daily
factor. Then nmultiply the sumof the factors tines the
monthly installnent for the unearned interest.

Mont hl y Fact or Dai ly Factor
129. 909371 + 0.028696 = 129. 93806
x 516.10 Mont hly I nstall nent
$67,061.03 Unear ned Fi nance
Char ge

(d) Subtract fromthe total finance charge (item1) the
unearned finance charge to determ ne the earned finance
charge of "Charge Prorated to Default”, (item 2)

Total Fi nance Charge $73, 864. 00
Unear ned Fi nance Charge -67,061. 03

Charge Prorated to Default $ 6,802.97

Itens (3 and 4) - The total proceeds to the borrower should
be entered in block 11 and as item 3 under block 16. Add
itens 2 and 3 to determ ne the anmount of principal and
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(5-9) earned finance charge due the insured up to the tinme of

def aul t.

Itens (5 and 6B) - The number of monthly installnents
received on this loan prior to maturity totaled 14. This
nunber is placed in the Iine provided by item5. A total of
$7,225.40 ($516.10 x 14) was received in regul ar
installnments. This anount is subtracted fromthe anpbunt due
up to the tine of default, |eaving a bal ance due of

$49, 577. 57.

Itens (7 and 8) - Enter zero on line 7. Bring the anount
shown on line 6 down to |line 8.

Iltem (9) - Interest at 7% was due on the outstanding

bal ance, conmputed fromthe date of default to the date of
the claimapplication. For the purpose of determ ning the
date of default, the Regul ations provide: "any paynent



received on an account, including paynents on judgenents
predi cated thereon, shall be applied to the earliest unpaid
installnent.”

(a) The table headed "Exact Nunber of Days in Fractiona
Parts of a Year" (see Appendix 4, page 15) shows the
total nunber of days between Cctober 20, 1978 and
Decenber 28, 1978 to be 69. The interest factor for 69
days at 7% per annum as shown in the interest table
(see Appendi x 4, page 16) is .0132329. This factor
when nmultiplied by the outstandi ng bal ance as of the
date of default, results in the earned interest for
this period.

(b) $49,577.57 x .013239 = $656.06 (enter as item?9).

I[tem (10) - Add itens 8 and 9. The answer ($50,233.63) is
entered as item 10.

[tem (11 and 12) - Enter zero on line 11. Bring the amount
shown on line 10 down to line 12

I[tem (13) - Since the Fire Safety Equi pment Loan is
considered a "Type A" |loan, enter 10%of item 10 as item 13
($5, 023. 36) .

I[tem (14) - Subtract item13 fromitem 12 for the total
insured | oss and enter the answer on line 14 ($45, 210.27).

Bl ocks 17, 18, and 19 shall contain the full nane and
address (including ZI P code) of the lending institution,
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signature and title of the authorized official attesting to
the certification statenment, and the date the application is
si gned, respectively

CANCELLATI ON OF VOLUNTARY REPURCHASE OF CLAIMS. A claimnmay be
wi t hdrawn upon return of the Treasury check. 1In the event the
check has been accepted for deposit, the insured may voluntarily
repurchase the claimby submitting its official check for the
clai mamount, provided in each instance the transaction is
consummat ed not later than 31 days fromthe date the Treasury
check was received by the | ender
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APPENDIX 1
S

FH-2) U.$. DEPARTMENT OF WOUSING AND URBAN DEVELOPMENT Form Approved
Rev. 10748 FEDERAL MOUSING ADMINISTRATION OMB No. 63-R0337

APPLICATION FOR TITLE | CONTRACT OF INSURANCE
TITLE I, SECTION 2 WATIONAL HOUSING ACT

FEDERAL HOUSING COMMISSIONER
WASHINGTON, D.C. 20411 Dote 19

We hereby apply for @ Contract of insurance with respect to Property Improvement Loans under the provisions
of Title |, Section 2 of the National Housing Act, as amended, ond the Regulotions of the Federal Housing Commis-
sioner issued thereunder. We submit the following information on our quolifications, including the exhibits ottached,
(See item 12) as set forth on the reverse side, incorporated in and mode o part hereof:

1. Name (Exact Corporate latle)

2. Type of Institution /Chech Applicable Box)

0. ") Federol Credit Union 3. [JSaevings Bank R . 6. [JFinonce Compony
1. [JNetional Bank 4. T} Sovings & Loan Associotion 7. ] Other
2. ] Store Bonk §. [ Stete Chortered Credit Union (Specify)
3. Date Organized 4. lne«?mud under lawe of:
$. Member of: I not » member of the sisted, we are under

the supervision of.

Fadera! Deposit [JFedera! Home
insurance Corporation Loan Bonk System
- e < A - eAp— s T 2 il
Federo! Sovings & Loean
[T Federal Reserve System [C] insutance Corporation
6. Treding Radius within Which loans will be originated or serviced ( 7 ik from your leading office)

7. List Branch Olfices originating or servicing these loans (Siaie which)

8. We propose to: (Check one or both) 9. We propose 10: {Check one or both)
[ Moke loans direct 1o Borrower [ Hold notes for our own account
[C3 Purchase notes from Deeler [ Sell note: ta:

10. Our main olfice lelephone No. (ares code, Aumber, sxtension)

1.

[T PLACE OUR NAME ON THE FHA PROPERTY IMPROVEMENT LOAN MAILING LIST.
Signature
BY:

Title of Officer

édrese of Institution (Number & Ssreet)

City, Mtste and Zip Code

(SEE REVERSE SIDE FOR REQUIRED EXHIBITS) FH-21 Rev. 10748

Previous Edition May Be Used Page 1 9/8%" wupaio (1oam
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“

12. We submit the following exhibits as part ¢i our application:

(a) A dciailed statement ol our proposed pul:cy and procedures for mohing FHA
insured propeny amprovereal joans,

(b A detsiled stuteen: of cur proporned policy and provedures in purchasing
deuler paper including muthiods ol determinming that the dealer is reliabiv,
financialiv respounsible @ad qualitied 1o periorm satisiactorily the woark o be
financec and to extend prone: servive Lo the customer,

(¢) A statement sctting forth in dot
for FHA 1msured pruperty amprovement loans.

i. the cclieclion procedurcs to be employed
,
() A resume of the consumer credit lending expericnce of the sificer to be an

chaipe of making these losns.

fe) A copy of our most recest financial Statement {nc! over 6 months old),

(Y A copv c!f the note form we propose to use on Title | loans.

I vour institution is not subyest 1 federul or state supervision, the {allow-
Lp-oxhiDUs 858 4180 roQuIsId: U - o

S Y B e

(#) A decuiled audit of our buoks made by un indepundunt wccountant, not in our
own employ. certifiec by =r officer «f our comnanvy, showing an acceptable
corpurate et worln.

(h) A letrer or lette:s {rom bonkinp institutiens setting forth amoeunt of credst
wvailable fcr FHA property 1mprovement lean {inancing.

NOTE:
}: notes wili pe sold pive full detarls. 1o whom. on v hat hbasis or arrangc-
ments, and if wntten agreements have been execuind, send two copivs in
each casc as #n zdditicnal exhibit,
Forward orizinui application and reguired exhibits te the Dircctor of the FilA
Insuning Office for vour urea.
2427704 L TEFL . TV N s

Previous Edition May Be Uses 9/83 Page 2 HUD-21D (1068)
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J. 3. DEPARTMENT OF HOUSING AND URBAN DE VELOPMENT
A P FEDERAL HOUSING ADMINISTRATION :u‘:‘ e . 3P4
PHA Title | Loon Progrem (Prepernty Imprevement Loans) INSTRUCTIONS Sabmit one copy to eech llasacial
DEAL ER- CONTRACTOR APPLICATION iastitution with which you expect to discoumt motes.
TO: (Inswed Institution) Date
As previded in Sectlen D L8 (a){1) of the Reguistions issued by the Federel Housing Commissionsr wnder Title | of the Nationd
Heusing Act, this epplicetion (s submitted far yeur apprevel as ¢ Desler- Contrecier.
Trade Name Phons Number Owaership
N . [J oeorvooar
Number end Rreet Date Businese
Boteblished Orazrraaec
City, Zone, Rate Yoars ot Prosem
droes O conroraron
Previeus Address Yomrs st Provisus Number of Balesmen
Addross
'F”- of Business (Genersl Contrasting, Lumber Yord, Hesting, otc.) B . Date P! ind | oa
Statemant Beperete Attoched
theet
IF PARTNERSHIP OR CORPORATION, IDENTIFY PRINCIPALS
Name Title Home Addross
L
L ]
2

EMPLOYMENT HISTORY OF PRINCIPALS FOR PAST TEN YEARS (If more spece is necded, use an ottached shaet)
Neme of Principel. Copacity, snd Dates Euployed ]lo-u ond Addrenses of Ruployors - "1 Type of Busiasse T e
1

Sanh of Deposit

Neme Addross Yoar Yoar

FN. 13 Rev. 082

. ... |
Previous Edition May Be Used . rage 3 2/83 wo21010em
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—

TRADE REFERENCES: (NAME SUPPLIERS OF MAJOR PRODUCTS PINANCED WITH TITLE ) LOANS)

Nems Addrens

|

!

H
I pager ts be fiammeed represents the sale of a specialty predust, give rads name snd ] (Artecd ¢ ltersrare und priee liat.)
Baler Aren Mo, ol Brasaher

Addgessss of Branshes

Deserive say Guarenty Gives Buyers

1 (we) bersby understand that I (we) am (ase) fully responsible for the Titie 1 activity of all =y (our) sales persoanel, that ethi-
eal and proper selling practices will be followed, and that immediste attention will be given to all complaints involving meterials,

ik hip or sales rep tiona

1(we) hershy certify that the above statements are true. [ (we) understand this sppiication shall remain the property of the fi-
ssacial institution to which it is submitted and, if requested, 8 copy may be fumishbed to the FHA,

“Trede Name Byt Olame sad Tiue)

VARNING

Aary povsos whe kaswingly maires a false stetemeunt o7 & misregwe sontation ia thin appiicetion shall 5o subjet to o fins of not mere than §3,000
o0 to lmprisenmont forsist more than 3 yoars, o¢ beoth, under provisions of the United Rates Criminal Code.

FOR USE OF DEALER- CONTRACTOR FOR SUPPLYING ADDITIONAL INFORMATION

PFOR USE OF INSURED INSTITUTION

CREDIT REPORT cHR PREVIOUS LENDERS SALSS LITERATURE
U ATTACHED D REFERENCES CXED CMECKED RBCERIVED
REPORT DATED: JIRLALL ZRIICIDALS AYD COPY OF CONTRACT OR APPLICANT GIVEN COPY OF
« ) PR CATTIORARY Lin o T"T [T} SALES AQREEMENT REC'D (] DEALER-CONTRACTOR GUIDE
“Place of Businsss Imspesiod By: (Name sad Tits) - — | Date lmspeered
Remarke:
The desler-centractor whose applicetion appears hereon has been approved sftsr such investigstions ss we consider nsces-
sary to blish that the dealere is reliable, finsncially reaponsible and qualified to perform satisfactorily the work
to be fin d aad to d preper servics to the custocer.
Dealer<Contractor Appreved (Dats) By: (Mame sad Title)

PO 870- 128 PH-13 Nov. 382

L |
Pravious Edition Mey Be Ueed Q /8 3 Page 4 HUD-21D (10-88)

T
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(PLEASE ANSWER ALL QUESTIONS! O e

OME e 83 A0BIT
2. OUPARTYMENT OF HOUSING AND URBAN PMENT
v HOURING - ’gblﬂAL HOURING cuul&.lahg

CREDIT APPLICATION FOR PROPEATY IMPROVEMENT LOAN
This application is submitted 1o obesin credit under the provisions of Thie I of the Nations! Mousing Act.

g [ reaueswed in Whi ToT e 16 be L By artmeny g o OF Soreny i the oc

wllng onE I the men o1 Titie | funss. 1t wii AOT Do SRNieNss or roleme sumios UD ond whe Land,ng 1netitutien which wil
oroviee m.i‘-:::t“‘-.-i‘- ol o porm OV iew. You 40 Aot hove T4 Phve us ths m'.ml:'a“ng.“ you 08 :l .v:l’t n‘ m"':«n.u- u-."-n
10 on v routt- v The Cepervment UD'is svtherizes to o7 this intermetion By Titie
I, Baction 2 of the Neotionel Meusing Mwms”m‘ru':r v

YO Lendmy Innthution which wiB provids e funds DATE
THE DoE AANK SPECEMZEL [ s 9F0
1. Do you have ary past dus obligations owed to of insared by any ageacy of the Federal Government’ (/f rhe sntwe & “YES" you are not eligible 10 apply for
an FI14 Thtie | Loom wetll the extering debt has been beought curreni) Check Block Ovee Ko
2. Have you say other spplication for sm FHA Titls | Improvement Lown pending st this time” Oves Bno
111 Yoz~ with Whom . Neme end Addrem) 3. I bereby apply ‘
: forakanof t_ & D, (.
] [ //0.
Ate there any unmtislied judgments against you? Oves  ®Mo (17 rhe owwwer & ~vES" wherpuibin_ L "~ Momh.
Have you been deciared baskrupt in the last 7 yoars® Oves Rno Plasse explet;
4 APPLICANT(S)

Name of Applicant TS J‘m;rl “.?7 lm.’ l'h./.:/"‘;?‘7

A“'}“"i’g" 2""’_‘”’?%7_ flow | Mame'and Address of nears reiativ o Wring with you R:"-."'mmff
2 P7H
LR SH ST, DC. Lz | 1/ | TELEN, S 77y l

Previows Addrews /Sireet, Clry. Stare and 2IP Code) “"7'? Cfﬁﬂ 47 er
@ GERCH FYEyE apsr, 2.¢. L2/
CRSHNETO, D.C .Mda‘?% <5 !

Mariiai Status (] Unonarried //n- | Check
asTmed 3

1. Wi 2. Ommea 3. C)Amarices Intian or Alsskan Natwe
DOseparnted m, 4. D Asian o Pacific Inander 5. O tipanic SEX: SMate  OFemuie
Name o) Co-Apphcant (7f Any] . Age gnﬁ: of Homs Telaphoas Number
DARY SH/TH ' /4 l J ] AI-4Se 7

4

S AR S rear

Neats and Addrvss of meareet relative ot Ivieg with you] B2 T
LLISH WE T DL . SD00 D ) ST l ﬂ, s

fgi‘

Previows Adgiress (Srrves, Clty. Sware and 2IP Codk, L2232 CEIVR STAAET
Leng .
fﬁgg,’? Exnt] e ooy S| LasmienlOC. 225
'K u::: D&‘ukg: ul.dﬂm e 2. Osedk 3. DI Amarican Indisn or Alaskan Natie
Osemnwa  Drowed 4 Oaves or ectic liander 5. Cliiapanc 32X O

Thes informenion is requested solely for nnmolmmMmmwlhdmwulmaﬂmmmmor
yowr applicanon By providing this imformation. you wAll essist us in sssuring thet this program & ime ry Mg

5. _EMPLOYMENT AND SALARIES (/f applicen: & seif-empioyed, sbmit current financisl asement |

Ez/’z"/'/‘u":"%“ 2-2 u‘; A Tge of Work or W Tadary [Week/Nonth]
) &AL . $
ALT7 &) T7, Lo, I, 2o | /2 |ésvtisov Zéoam s
wzl ;_m‘mz!é_ucluhuiAc o. Type of Work or 'y‘:.:‘ Busines Phoas Salary /Week Month
& pp e S7 & s, 2C. s e
Co-Appbcant’s Employsr Name and Business Adéroms Type of Work o INo. of [Business Phoss Salary (Woek/Mownth;
Posttiea [Yoars
’0005 : [ Copm
co . AWount [Week/Monski |

o e o okt iy e s T e e L o "oed 1 b oo s per
[T SARY ATUOURT

R ves O% [Nome 0nd Addrons of Bask or Braach

E7E7H Srore &

Homans  Otems | ) 2.C..
1. Clwn‘kmlann-nqu‘—olmmvw-duhamﬂru-ﬂdmhﬂ-ﬂl/
b BUED R/ /7O . \ 7% ‘kfﬁ‘w .Sbce'

Sos Locysy S, Lask, O.C. 2l ZVy SHE Cdpsw,D.C.
¢ 7S B&r€ Co. ‘¢
| O HEMIOK S sy, P.C
V. OIBTS #&uﬁmw:m&- mw;-i-nh-u-—-.uc—-m“
o] e —— [ [

Salener
K| | Rrcerad Dberssee| dipsn, D.C. |5-65t koo thod' /9 |"tlor
X | prpuwe Fiaar| tvosy, D.C. 7771 170 o0t 2 'tbar

o ShY ¢ L294) L 2C. ' o] a0 e

§ 57 s Gous (I foer |\fewt |\t

0

Papiosss Form FH-1, whigh Moy 58 wael umt! Sugely h § uhauses  HUD-SE001 (B80!

MD-21E (10-48)

Page 5 9/83

HUD Wesh., D.C.
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[ PROPERTY TO BE IMPROVED:

13 this s new residential rructure? U ye n Ne

Addrom (Number. Swoel, City. State und XIP Cose):

7Z7 /9,{‘// S resE&E T
LRI H D D A

Ao

FILL IN ONE

1s Owned by (Fill in Ome) Paymeets made 10 Parduse priss Duts of Purchas

Trw S ky WA | frpeesian S rence '-;7}49 Ry

i3 Leased by (Fill in Ome) Paymens mede t0 Mouthly payment Louse Expirsuon

Year Buut

/257

10. PROCILIDS OF THIS LOAN WILL 3£ USED TO IMPROVE THE DESCAISED PROPERTY AS FPOLLOWS:

Deseribe coch mmprovement planned Mame and ASdrom of Costenton/Deaiss Ratimaied Cont

Cvico Ao roase 5Bom | ipu) s Lgpspoemr| oo,

MNew KESTIHE Sys7ea 7 £ %4po. -

o PRSI S T o g
.t .- “

e
H

%

i

NOoTWCE
5 any of the shove improvements include “Sudt i kischen - “u 301 ant 802

sing”™ sortificoses
by the borrow er aad the desler or aaler. Mmmmnh‘ﬁmnlld-hn

S be

WARNING

Any persun who haowingly makes a falee ora or cousrs such » faler statement or

P ion in this
migepresentation (o be made shall be subject 10 a fine of not more than 85000 or by impruonment for not more than 2 years, or
buth t

IMPORTANT - APPLICANT READ BEFORE SIGNING

The el of s C or Dealer, of used, and work perf d is your ib: . Neither the HUD-FHA
nor the F ia} ) i the ial or k ip or inep the work performed.

| tWe) corufy that the above at are true, . and lete to the best of my (our) knowiedge and belief. This application
sha remain the property he Lending Institution 10 which submitted for the purpose of ob s loan.

1 (We) heredy consent 3”and authorize t nding institution or the HUD-FHA, after the giving of reasonable notice, Lo enter the im:

prosed propeny for, hing that the improvements apecified in this application have been compieted

- REA T e me Ny DoreTX,

NOTL T, 1If proceeds will be disbursed to the Contractor/Dealer, the person(a) mlling the sbove described improvements
SALL JON:  must sign the following certification.

1{(Wetcrrufy that 1)1 (We)am (are) the personis) who sold the job. 2) The Contract the whole agr with the b .
3) The borrower has not been given or promised a cash payment or rebate nor has it been represented Lo the borrower that he or abe will
receive s cash bonus or commission on future saise as an ind for the of this won ; that the
have not been pe d; no p i bie of ino * i
ments will be used as s model for adverti ng or other d P and mo

(08} Wame —~— —-
Y application is prepared by one other than the L the person p [} licats »{ul sign below.

1iWe) cortify that the statements made herein are besed upon lnlen-tb'l—p;u

(us) by the borrowsr(s) and are sccurate 1o the
best of my (our) knowiedge and betief.

Pre By.

B e R ooy

Adduons: ————— - -
(Reveried for use of Lendmg Institution ):
9/83 Page 6
MUD-218 (10.48) HUD-Vash., D.C.

o
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L

Form Approved
OMB8 No. 83R.1039

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
HOUSING - FEDERAL HOUSING COMMISSIONER

REQUEST FOR EXTENSION OF TITLE | CLAIM PERIOD

No exrension of maximum claim period will be granted uniess 8 completed recuest for such extension is received within the allowable claim period (24
CFR 201.11 (c) and (24 CFR 201.665 (b), but a claim for loss on such s loan may still be submitted to HUD. Such claims sre referred to the Commis-
sianer’s Committee on Substantial Compliance, which on the basis of the circumstances, determines whether they may be paid.

EXTENSION REQUESTED DATE OF NOTE

23 Mos 56 Mos Domoes. [Os Yr.

FACE AMOUNT OF NOTE

TO
DIRECTOR, OFFICE OF TITLE | INSURED LOANS MATURITY DATE
DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT, FHA
WASHINGTON, D. C. 20410
ATTN. TITLE | OPERATIONS DIVISION | BALANCE OWING
NAME(S) OF BORROWER TERMS
[ semi-Annual
3 monthiy DAnnu-l
REASON(S] FOR DEFAULT AND EXTENSION REQUEST NUMBER OF MONTHS OF PREVIOUS
EXTENSIONS GRANTED
) . e AT Lo < 7 S 0ert ra s it

Date of default if manufactured hous.ng {(Mobile Home) loan

[~ ] NOTE

Type the fuil name snd sddress of your
institution in the address srea to the left.
This sddress will be used to return the
form to you approving your request for

an extension of the atlowsble claim
l— _— period for this ioen.

DATE OF REQUEST REQUESTING OFFICIAL (Signature and Title;

PART Il - FOR HUD USE

We hereby grant the extension requested above. APPROVING OFFICIAL (Signarure and Tirle)

DATE:

Replaces Form FHA-299, HUD-8299 (9-80)
which may be used until supply is exhausted

Previous Editior May Be Used Pa ge 7 9/83 HUD-21D (10-88)
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Form Approved
FHA FORM NO. 226 Rev. 12/8) Budget Burems Neo. 43-R1ONW. 1

REQUEST POR STATEMENT OF ELIGIBILITY OR PROPOSED CIVIl. DEPENSE
SHELTER TO BE FINANCED UNDER TITLE § OF THE NATIONAL HOUSING ACT

TO: DIRECTOR, PEDERAL NOUSING ADMINISTRATION

Addross of
Local PHA commi Dete
-1, T1}

This spplicant has requested a Title I Loan to finance construction of a civil defense shelter. The credit epplice-

tion and plans and specifications for the sheiter are enclosed for eligibility conaideration by your office.
Name of Applicsant (3)

Address of propenty te be impreved

Nome of doaler or coutraster Addgoss
Nams and Address of ieadiag lastitution Signatwre of official
< A A o Xie e - g e

THIS SPACE FOR USE OF FEDERAL HOUSING ADMINISTRATION

STATEMENT OF ELIGIBILITY FOR CONSTRUCTION OF SHELTER
(Does not apply to credit approval of spplicant)

3 The civil def shelter depicted in the encl submitted is eligible for
financing with a Title I property improvement loen.

[ The civil defense shelter depicted in the enclosures submitted does not qualify
for Title I financing for the following reasons:

FEDERAL HOUSING ADMINISTRATION

Titde
BY:

CERTIFICATION OF INSPECTION BY INSURED INSTITUTION

Inspection of the completed shelter prior to disbursement of the loan proceeds discloses substantial conformance
with plans and specificstions which were the basis for the statement of eligibility issued by FHA.

Name of loading institwticon Dete
Bignature Offieiel Title
175951- P Rav. 12781 FHA-Wesh., D. C.

Previous Edition May Be Usect Page 1 9/83 HUD-21D (1088)
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APPENDIX 2
lomeneee

FH-802 U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
FEDERAL HOUSING ADMINISTRATION

CERTIFICATE OF ELIGIBILITY

FOR CARPET INSTALLATION
(Required for Dealer and Direct Loans)

To: (Financed Institution) of (Address)

In accordance with my (our) Credit Application dated , for a loan pursuant to the provi-
sions of Title I, Section 2 of the National Housing Act:

1 (We) certify that I (we) own, or lease under a lease having an original termof not less than 99 years which is renew-
able, a residential structure and the carpeting for the room(s) checked below is or will be affixed permanently so that it
will become an integral part of the real estate.

{ Living Room [ Recreation Room
CIBedrRoomsy [J1 2 [J3 [« O pen Caan O staizs
[ pining Room [ other (Explain)
o Family Room e PeceRaR s« o wen B R BN vt P I

YE: Kitchen, Bathroom or Patio Carpeting is not eligible.

Borrower’'s Borrower's

Signature Signature . —
(Read Certification before signing) . = (Read Certification before signing) (Date)

For the purpose of inducing the payment of the proceeds of this loan and the insurance thereof by the FHA; the under-
signed certifies and warrants that: The carpet purchased by the above spplicant(s) meets the minimum standards prescribed
by FHA Use of Materials Bulletin UM—44b or applicable FHA Material Releases.

CHECK APPROPRIATE BOX (To be completed only in a **Dealer Originated’’ Loan):

D Carpeting installed and affixed permanently in the room(s) (Checked above) 80 as to become an integral part of the

real estate described in the accompanying Credit Application.

[ purchase of Carpeting only.

Name of
Deale:/Sell b
- er/Beller (Company/Firm Name Y {Signaiure) Principal/Officer (Date)
Add
ress (Street) . (City ond State) (Z1P Code)

NOTE. Dealer is to sign this certification for dealer loans. Seller is to aign this certification for direct loans.

WARNING: Any person who knowingly makes s false statement or misrepresentstion in this Certificate shall be subject to
- *ine of not more than $5,000 or to imprisonment for not more than 2 years, or both, under provisions of the United States
minal Code.

HUO-~Wash., D.C. Fr-802

. ;- ‘> ]
Previous Edition May Be Used 9/83 Page 2 HUD-21D (10-48)
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L ___________________|

FH-801Rev. 11/64
U. S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

FEDERAL HOUSING ADMINISTRATION

CERTIFICATE OF ELIGIBILITY
FOR INSTALLATION OF BUILT-IN KITCHEN APPLIANCES

TO: of
(Financial [nstitution) (Address)

In accordance with my (our) Credit Application dated . for a loan pursuant to the pro-
visions of Title ], Section 2 of the National Housing Act: :

I (We) certify that 1 (we) own, or lease under a lease having an original term of not less than 99 years which is re-
newable, & residential structure in which it is my (our) intention to build in, install. and affix permanently, or have built
in, installed or affixed permanently in the kitchen(s)of the structure 8o that they will become an integral part of the real
estate, the following item(s):

[ Electric Dishwasher O] counter Type Cooking Units.
Wall or Cabinet Type Ovens

[ Clothes Washer [ Refrigerator

[ Clothes Dryer 3 Freezer

D Combination Clothes Washer and Dryer [:] Combination Refrigerator Freezer

C o Porrower's e R L b e . L s - 'qﬂ-om" arte . e nm
Signature Signature
(Reed Certification before sigming) (Read Certification before signing) (Dete)

For the purposé of inducing the payment of the proceeds of this loan and the insursnce thereof by the FHA| the un-
dersigned certifies and warrants that: The appliance (s) checked by the above applicant(s) to be installed in his (their)
kitchen(s) was (were) designed by the manufacturer to be built in, and said appliance (s) has (have) l.een built in, in
stalled and affixed permanently in the applicant (8) kitchen(s) so as to become an integral part of the real estate de-
scribed in the accompanying Credit Application.

Name of
Dealer By:

{Signature) (Dase)
NOTE: Dealer is not to sign this certification until after the kitchen appliance (s) has been installed.

SPECIAL CERTIFICATION by borrower and dealer where installation involves two or more kitchens. In cases of direct
loans, certification must also be made by borrower and by the borrower’s contractor.

We certify that the above checked improvements, installations. alterations and repairs to each of the

kitchens to be Installed are in conformance with all applicable building codes and zoning regulatipns. (Number)

Name of Borrower's

Dealer Bignature

By: Date :
(Signmure)

ARNING: Any person who knowingly makes & false statement or misrepresentation in this Certificate shall be sub-
ject to a fine of not more than $5,000 or to imprisonment for not more than 2 years, or both, under provisions of the
United States Criminal Code. .

160940-P Rov. 11/64 HUD-Waeh,, D. C.

|
Previous Edition May Be Lsed . P.ge 3 9/83 HUD-21D (1008}
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L -

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
HOUSING-FEDERAL HOUSING COMMISSIONER

COMPLETION CERTIFICATE FOR PROPERTY IMPROVEMENT LOAN
{Under Tide | of the National Housing Act)
WORK DONE OR MATERIALS DELIVERED

TO: (Financial Institution} ADDRESS

Twe Doe Lruvk Lssw e, 2.2 .

In sccordance with my {our) credit spplication dated Jf{"eﬂiﬁ 4 /% for 8 108N pursuant to the provisions of

Titie | of the Neational Housing Act:

I (Wae) certify that | (wel have not besn given or promised s cash Peyment or rebate nor has it besn represented 10 me (us! that | (wel will
receive a cash bonus or commission on future sales ss #n ind t for the of this ion.

| (Ws) understand that the selection of the deaier and the acceptance of the matsrisls used and the work performed is my (our) respon-
sibility and that nexther HUD nor the financial institution guarantees the materisl or workmanship or inspects the work parformed.

1
C7HERE IF LOAN 1S TO PAY FOR COST OF MATERIALS AND INSTALLATIONS

1| (We) hereby certify that s articies snd materiais have been furnished and installed snd the work sstisfectorily completed on premisses
indicated i my (our} credit spplicstion.

CHECK HERE IF LOAN COVERS ONLY THE PURCHASE OF MATERIALS.

| (We) hereby acknowisdpe receipt in satisfactory condition of the materisls ribed v my (o redit spplication

F BORROWEN (Read Befors Signing! DATE SIGNED

DO _NOT S$IGN THIS CERTIFI. k
w1 NOTICE | CATE UNTIL THE DEALER HAS / - S 7279 Po

COMPLETED THE WORK AND/OR // 7 -
1o DELIVERED THE MATERIALS 1] A <s M - /P LSO
< -

ACCORDANCE WITH THE TERMS

BORROWER
OF YOUR CONTRACT OR SALES
AGREEMENT.
For the purpose of inducing the paymaent of procesds of this 1oan and the insurance thersof by HUD the underigned cartifies and warrants

that:
(1) The above work or materials constitute the entire consideration for which this ioan is made.
{2) A copy of the contract or wales agreement has been delivered to the borrower and the sbove finencis! institution.
(3)  This contract contsins the whole agreement with the borrower.
(4) As an inducermnent for the consummation of this transaction, the borrower has not been given or promised » cash payment or rebate
nor has it been represanted to the borrower that he will receive a cash bonus or commission on future sates.
(5) The work has been satisfactorily compieted or materisis delivered
(8) The above cartificate was signed by the borrower strer such compietion or delivery.
{7)  The ngnatures herson and on the note sre genuine
(8) AJi pilis for iabor or materisis have been or wril be paid within 60 days end that the improvements had not been misrepresented to

the borrower.

It any of the above representations prove incorrect, the undersigned agrees 10 promptly repurchase the note from the financisl institution
or trom HUD as the case may be. ’

NAME OF DEALER DATE
DMER | L) Amie, Lipproesrier .
HERE

DATF

73 Brere— /A P-FO

ingly makes » f ora *» in this certiticate shall be subject to » fine of not more
mprisonmaent for nat mors than 2 yesrs, or both, under provisions of the United States Crimine! Code.

HUD-58002 (6-79)

SIGNATURE

Provious Edition Mav Be Used 9 /83 Page 4 HUD-21D (10-48)
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APPENDIX 2

“

INSTRUCTIONS FOR USING
“CERTIFICATE OF ELIGIBILITY FOR A HISTORIC PRESERVATION LOAN"

{Plsase Read Carefully Before Filling in the Certificate/

Complete this certificate if the property is residential and is listed or has been determined eligible for incluion in the
National Register of Historic Places, either individually or as part of a district. If the property does not have National
Register status, and may be eligible for the Register, write the State Historic Preservation Officer (SHPO) for informa-
tion about the nomination process. The SHPO's address is available from the Historic Preservation Loan information
leaflet, your State government, HUD-approved financial institutions, HUD, or the National Register of Historic Places
in Washington, D.C.

Before applying for a Historic Preservation Loan at a financial institution, this Certificate, with sttachments, including
work description, snapshots, and a check for $25, payable to the State Historic Preservation Officer, must be completed
and submitted to the SHPO. . .

The proposed improvements must be based on “Guidelines for Rehabilitating Old Buildings,” to assure that the struc-
ture is improved while preserving its special historic character. This leaflet may be obtained from HUD offices, SHPQ's,
and FHA-approved lending institutions.

The SHPO will verify that the property has National Register status (Block 9). If the property has National Register
status, the SHPO or his designee will review the proposed improvements to make certain that the work will not impair
the historic value of the property (Blocks 10 and 11).

~sssnromemmentanre -4 the SHPO or the designee approves the improvements, approves them conditionally, or does not comment, the
applicant may take the Certificate to a financial institution and apply for a Historic Preservation Loan and the institu-
tion may make the loan. (If the SHPO or his or her designee does not comment, the review fee must be returned to
the applicant.)

If the SHPO or the designee disspproves the proposed improvements, they must be changed and the Certificate re-
submitted for review. No additional review fee would be required in such a case.

Under no circumstances may the improvements to be financed by a Historic Preservation Loan be started before an
application for the Loan is approved by the financial nstitution.

EN-1 (NP) (8-77)

b e

Previous Edition Mey Be Used P.qe 5 9/83 HUD-21D (1088
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APPENDIX 2
e e e e
U. 8. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
CERTIFICATE OF ELIGIBILITY FOR A HISTORIC PRESERVATION LOAN
This certificate is submitted for review in anticipation of obtaining a Historic Preservation Loan under Section 4 (a) of

the Emergency Home Purchase Assistance Act of 1974, to be insured by the Federal Housing Administration under
Title | of the National Housing Act, as amended.

1. To: State Historic Preservation Officer 2. Applicant
street hame
[ 4% state street
zip code eity state
2ip code
3. Date 4. Phone where you can be reached during the day,

Monday-Friday (including area code)

5. Official historic name of property or district. (Be as specific as possible. }

stront
city county state 2ip code

6. Use of loan funds {Proceeds of this loan will be used to improve the described property as follows: )
EXTERIOR: Describe the general plan of work. Include descriptions of proposed methods (such as method of
cleaning), type of materials proposed, and proposed treatment of windows and doors. Attach separate shest if
necessary .

INTERIOR: Describe the general plan of work,including proposed changes in heating, cooling, and plumbing systems;
removal of walls, partitions, and trim; methods and materials. Attach separate sheet if necessary.

PH-1 (MP) (8-

Previous Edition May e U 3 /83 Page 6 HUD210 (10881
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APPENDIX 2

L T .

7. Photographs: Attach snapshot of the property herc ur on an attuched sheet. Include snapshot for each ares 10 be
altered. Snapshots must be clear and no smailer than walle size (2% x 3%): black sud white are acceptabie.

6. Warning: Any person who knowingly makes a false st nt OF 3 misrep ation in thas application vr causcs
such a false statement or misrepresentation to be made shall be subjcct to a fine of nor more than $5.000 o
imprisonment for not more than 2 years, o1 both, under provisions of the U. S. Cniminal Code.

IMPORTANT - APPLICANT READ BEFORE SIGNING

1 (We) certify that the improvements have been developed in conformance with “Guidelines fur Rehabilitaning Old
Buildings.” 1 (We) certify that the above statements are true, accuraic, and compietc 10 the best of my tour)
_knowledge and belief. This Certificate shall remain the property of the lending institution 10 which submitted for the
purpose of obtaining a loan.

{Applicant’s Signarure| (Applicent’s Signature;

SHPO to complete Block 9.
9. Certification of National Register status

The property described in this Centificate:
O is listed in or has been determined eligible by the Secretary of the Interior for inclusion m the Natronal
Register of Historic Places, either on its own or as part of a disirnict. (SHPO must then complete hlock 10
1)

e e smemes- L 18 either listed in nor been determined eligible by the Secretary of the Intenr for mclusion in the National
Register of Histonic Places, either on its own or as part of a district. (325 review fee 1o be returned to
applicant).

apnre

{State Historic Preservation Officer’s Signature; theics

To comply with Section 106 of the National Historic Preservation Act of 1966 as amended. and Executive Order
11593, “Protection and Enhancement of the Cultural Environment,” the proposed improvements must be submit-
ted for review.

10.  The following named person or organization is authorized to review the proposed improvements and to act in

my behalf:
name
acdress
tetsphone {(including arse code)
[State Hissoric Preservation Officer’s Signature) (Date)

11, The proposed work described in this Certificate is:

D spproved.

O approved, conditioned upon some modifications, specifically outlined in the attached sheet, initialed by me.
O disapproved.
O no comment (325 review fee to be returned to the applicant if this box is checked.)

(Signature of State Hissoric Preservation Omv or his Designee) {Daie;

M- (HP) 8-
* U3 CONRRRIENT FRINTIN GPPCE. M7 211207254

]
Previous Edition Mey Bs Used . Page 7 (and 8) 9/83 HUD-210 (1008}
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APPENDIX

STATE HISTORIC PRESERVATION OFFICERS

ALABAMA

Director, Alabama Department of
Archives and History

Chairman, Alabama Historica) Commission

Archives and History Building

Montgomery, Alabama 36104

ALASKA

Director, Alaska Division of Parks
Department of Natural Resources
323 East Fourth Avenue
Anchorage, Alaska 99501

AMERICAN SAMOA
Territorial Historic Preservation Officer

Department of Public Works
Government of American Samoa

oo msemaco w00 PAGO, Ammerican Samon 96799

ARIZONA

Chief, Natural and Cultural Resource
Conservation Section

Arizona State Parks

1688 West Adams

Phoenix, Arizons 85007

ARKANSAS

Acting Director

Arkansas Historic Preservation Program
Suite 500, Continental Building
Markham and Main Streets

Little Rock, Arkansas 72201

CALIFORNIA

Director, Department of Parks
and Recreation

State Resources Agency

P.O. Box 2390

Sacramento, Californis 95811

"'DISTRICT OF COLUMBIA

COLORADO

Chairman, State Historical Society
Colorado State Museum

200 l4th Avenue

Denver, Colorado 80203

CONNECTICUT

Director

Connecticut Historical Commission
59 South Prospect Street
Hartford, Connecticut 06106

DELAWARE

Director, Division of Historical
and Cultural Affairs

Hall of Records

Dover, Delaware 19901

Director

Department of Housing and
Community Development
1325 G Street NW.

Washington, D.C. 20005

FLORIDA

Director, Division of Archives,
History and Records Management

Department of State

401 East Gaines Street

Tallghassee, Florida 32304

GEORGIA

Acting Chief

Historic Preservation Section
Department of Natural Resources
270 Washington Street SW.,
Room 703<C

Atlanta, Georgia 30334

GUAM

Director, Department of Parks and
Recreation )

Government of Guam

P.O. Box 682

Agana, Guam 96910

Previous Edition May Be Used

Page 9

9/&3 HUD-21D (1088}

. A e



4700.1 REV-1

APPENDIX 2

gt s

HAWAIL

State Historic Preservation Officer
Department of Land and
Natural Resources
P.O. Box- 621
Honolulu, Hawaii 96809

IDAHO

Historic Preservation Coordinator
1daho Historical Society

610 North Julia Davis Drive
Boise, ldaho 83706

ILLINOIS

Director, Department of Conservation
602 State Office Building

400 South Spring Street

Springfield, Dlinois 62706

MAINE

Director

Maine Historic Preservation Commission
31 Western Avenue

Augusta, Maine 04330

MARYLAND

State Historic Preservation Officer
John Shaw House

21 State Circle

Annapolis, Maryland 21401

MASSACHUSETTS

Executive Director

Massachusetts Historical Commussion
294 Washington Street

Boston, Massachusetts 02108

MICHIGAN
INDIANA

Director
Director Michigan History Division
Department of Natural ResGufcst =~ " "Priariment of SEre - o
608 State Office Building Lansing, Michigan 48918
Indianapolis, Indiana 46204

MINNESOTA
IOWA

Director
Director, State Historical Department Minnesota Historical Society
Division of Historic Preservation 690 Cedar Street

B-13 MacLean Hall
Towa City, lowa 52242

KANSAS

Executive Director

Kansas State Historical Society
120 West 10th Street

Topeka, Kansas 66612

KENTUCKY

Director

Kentucky Heritage Commission
104 Bridge Street

Frankfort, Kentucky 40601

LOUISIANA

Assistant Director

Department of Art, Historical
and Cultural Preservation

Old State Capitol

Baton Rouge, Louisians 70801

St. Paul, Minnesota 55101
MISSISSIPPI

Director, State of Mississippi
Department of Archives and History

P.O. Box 571

Jackson, Mississippi 39205

MISSOURI

Director, Missouri Department of
Natural Resources

PO.Box 176 .

1204 Jefferson Building

Jefferson City, Missouri 65101

Previous Egition May Be Uses 3 /83

Page 10
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MONTANA

Director, Montana Historical Society
225 North Roberts Street

Veterans’ Memorial Building
Helens, Montana 59601

NEBRASKA

Director, The Nebraska State
Historical Society

1500 R Street

Lincoln, Nebraska 68508

NEVADA

Administrator
Division of State Parks
Room 221, Nye Building

_ Capitol Complex

Carson City, Nevada 89710
NEW HANPSHIRE

Commissioner, Department of Resources
and Economic Development

(55—

9/83 wuoaiD (1048)

Previous Edition May Be Used

0. Box 856 T
Concord, New Hampshire 03301

NEW JERSEY

Commissioner, Department of
Envisonmental Protection

P.0. Box 1420

Trenton, New Jersey 08625

NEW MEXICO

State Historic Preservation Officer
State Planning Office

505 Don Gaspar

Santa Fe, New Mexico 87503

NEW YORK

Commissioner

Parks and Recreation
Agency Building No. 1
Empire State Plaza
Albany, New York 12238

NORTH CAROLINA

Director

Division of Archives and History
Department of Cultural Resources
109 East Jones Street

Raleigh, North Carolina 27611

Page 11
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NORTH DAKOTA

Superintendent, State Historical
Society of North Dakota

Liberty Memorial Building

Bismarck, North Dakota 58501

OHIO

Director

The Ohio Historical Society -
Interstate 71 at 17th Avenue
Columbus, Ohio 43211

OKLAHOMA

Oklahoma State Historic Preservation
Officer

1108 Coicord Building

Oklahoma City, Okishoma 73102

OREGON

State Parks Superintendent
525 Trade Street SE.

Sllem. On;on 97310

PENNSYLVANM

Executive Director, Pennsylvania
Historical and Museum Commission

P.O. Box 1026

Karrisburg, Pennsylvania 17120

COMMONWEALTH OF PUERTO RICO

Institute of Puerto Rico Culture
Apartado 4184
San Juan, Puerto Rico 00905

RHODE ISLAND

Director, Rhode Island Department
of Community Affairs

150 Washington Street

Providence, Rhode Island 02903

SOUTH CAROLINA

Director

State Archives Department

1430 Senate Street

Columbia, South Carolina 29211
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SOUTH DAKOTA

State Historic Preservation Officer
Historical Preservation Center
University of South Dakota
Alumni House

Vermillion, South Dakota 57069

TENNESSEE

Executive Directo:

Tennessee Historical Commission

170 Second Avenue North, Suite 100
Nashville, Tennessee 37219

TEXAS

Executive Director

Texas State Historical Commission
P.O. Box 12276, Capital Station
Austin, Texas 78711

TRUST TERRITORY OF THE
PACIFIC ISLANDS

Chief, Land Rssources Branch ...

t of Resources and Donlopm-nt ’

Trust Territorv of the Pacific Islands
Saipan, Marians Islands 96950

UTAH

Executive Director

Department of Development Services
Room 104, State Capitol

Salt Lake City, Utah 84114

VERMONT

Director

Vermont Divitior for Historic Preservation
Pavilion Office Building

Montpelier, Vermont 05602

VIRGINIA
Executive Director
Virginis Historic Landmarks Commission

221 Govemnor Street
Richmond, Virginia 23219

Page 12

St. Thomas, Virgin Islands 00301
WASHINGTON

State Conservator

P.O.Box 1128

Olympia, Washington 98504

WEST VIRGINIA

- State Historic Preservation Officer

P.O. Box 630
Morgantown, West Virginia 26505

Acting Director

State Historical Society of Wisconsin
816 State Street

Madison, Wisconsin 53706

WYOMING

Director

Wyoming Recreation Commission
604 East 25th Street, Box 309
Cheyenne, Wyoming 82001



Title | New Loan
Reporting Manifest

U.S. Department of Housing and Urban Development

Office of Housing

Federal Housing Commissioner

OMB Approval No. 2502-0328
(exp. 08/31/2009)

1. Contract Number of Lending Institution

Notice. Loans reported on this form are not insured until they
appear on your monthly statement and charges are paid as
billed. Before submitting this report, verify that your contract
number entered in block 1 is correct.

From (name & address of lending institution)

To: U.S. Department of Housing and Urban Development

Albany Financial Operations, Premium Branch
52 Corporate Circle
Albany, NY 12203

Code Names of Borrowers Institution Loan Number Enter Code Numbers Date of Loan Enter | No. of Loan Amount Date of First Enter Code Numbers |Code If Dealer Loan, Name of Dealer
Code Last Name, First Names for Borrower (Optional) Type of Location of Prop.| Disbursement Pay. Pay's. Payment If Direct Loan, leave blank
11 Characters max. Prop. |Improv. | State | County |Mo. | Day | Year | Mode to Mo Day | Year Race | Ethnicity
2. 3. 4. 5. 6. 7. 8. 9. Code |Maturity 12. 13. 14. 15. 16. 17.
10. 11.

N D

N D

N D

N D

N D

N D

N D

N D

N D

N D

N D

N D

N D

N D
Mark the All loans on this form are being This form contains one or more loans that are being reported | hereby certify that all the information stated herein, as well as any information provided in the accompaniment
applicable reported within 31 days after the date more than 31 days after the date of disbursement of the loan herewith, is true and accurate. o o - _

- Yy r ds. | certify that these loans are not in default Warning: HUD will prosecute false claims and statements; conviction may result in criminal and/or civil penalties.

box. of disbursement of the loan proceeds. proceeas. y * (18 U.S.C. 1001, 1010, 1012; 31 U.S.C. 3729, 3802)
Date Submitted Signature of Authorized Official Name of Authorized Official Title of Authorized Official Telephone Number

Previous editions are obsolete

form HUD-56004 (06/2003)
ref. Handbook 1060.2



Public reporting burden for this collection of information is estimated to average 6 minutes per response, including the time for reviewing instructions, searching existing data sources, gathering and maintaining the data needed, and completing and reviewing

the collection of information. This agency may not collect this information, and you are not required to complete this form, unless it displays a currently valid OMB control number.

This information is being collected to permit more efficient risk management of the Title | loan portfolio as well as facilitate claims processing for loan defaults. The information provides a more comprehensive basis for evaluating Title | lender underwriting
practices and thereby improving risk management of the loan portfolio and also enhances management’s ability to determine appropriate policy changes affecting the Title | portfolio as a whole. Responses are required in order to obtain benefits. No assurance
of confidentiality is provided.
Privacy Act Statement: The information collected on this form is considered sensitive and is protected by the Privacy Act. The Privacy Act requires that these records be maintained with appropriate administrative, technical, and physical safeguards to
ensure their security and confidentially. In addition, these records should be protected against any anticipated threats or hazards to their security or integrity which could result in substantial harm, embarrassment, inconvenience, or unfairness to any individual
on whom the information is maintained.

Instructions: This form is for reporting new loans for Title | insurance coverage.

are given below.

State and county codes for blocks 7 and 8 are found in the HUD/FHA Title | Property Location Codes by State and County. Codes for blocks 5, 6, 10, 14, 15, 16, and 17

Block 5: Type of Property Code

= I mMmOO®W>»O0

o ~NO ;A 4N T

<

9

New Manufactured Home - Single Module Structure

Existing Manufactured Home - Single Module Structure

New Manufactured Home - Double Module Structure

Existing Manufactured Home - Double Module Structure

New Manufactured Home - Triple Module Structure

Existing Manufactured Home - Triple Module Structure

Manufactured Home Lot

Single Family Residence (including a manufactured home that qualifies
as real property)

Single Family Residence with Business

Multifamily Residence

Multifamily Residence with Business

Retail Store

Service Shop, Automobile Repair, Filling Station

Commercial other than Retail, Office Building, Hotel, Restaurant, Theatre
Industrial or Manufacturing Building, Factory, Warehouse

Farm Home, Barn, Silo, Stable, Service Building on farm property
Institution, Hospital, Nursing Home, Health Care Facility, School, College,
Club, Fraternity Organization

Nursing Home, Intermediate Care Facility, Extended Health Care Facility.
For use only with "95" in block 6

Other Property

Block 6: Type of Improvement

01
03

05
11

Manufactured Home Residence

Financing of a manufactured home

Financing of a developed manufactured home lot -- site preparation
expenses included

Financing of a manufactured home and developed lot

New Nonresidential Building

Detached garages, sheds, car shelters on residential properties
Manufacturing or industrial buildings, retail stores, service shops,
other commercial buildings Barns, silos, stables, and service buildings
on farm properties

19

21

31

41

51

61

71

76

Preservation of Historic Structure

Historic site preservation or restoration

Structural Additions and Alterations

Attached garages, carports, porches, covered patios

Added rooms, baths, closets

New doors, windows, fireplaces, chimneys

Other structural additions or alterations, including new fronts, display
windows

Exterior Finishing

Painting and waterproofing

Aluminum, vinyl, composition, wood shingles or siding; brick, cement,
metal, stone, stucco finishing

Interior Finishing

Painting and papering

Plastering, wallboard, wood paneling, and acoustical, ceramic,
plastic and metal tile

Kitchen remodeling, including cabinets

Composition, vinyl, slate, ceramic tile and wood flooring
Roofing - Repair or Replacement

Asphalt, built-up, metal, slate, tile, fiberglass, and wood shingle
Gutters and downspouts

Plumbing - Installation or Replacement

Bathroom fixtures and connections

Domestic water heaters, softeners and connections

Wells, pumps and disposal systems

Heating, Cooling and Ventilating

Furnaces, heat pumps, pipes, ducts, radiant heating

Air conditioning systems

Evaporative coolers, exhaust and ventilating fans

Solar Systems

Systems that utilize solar energy to reduce the energy requirements
of that structure from other conventional sources

81

91

95

Insulation

Blanket, batt, reflective, loose-fill types

Storm doors and windows, insulating glass

Weatherstripping, awnings, blinds and other insulation
Miscellaneous

Electrical wiring

Fences and walls

Paving, driveways, porch and window screens, termite control, and
other miscellaneous work not classified elsewhere

Fire Safety Equipment: For use only with "M" in block 5

Block 10: Mode of Payment Code

N o ow N =

Monthly
Quarterly
Semiannually
Twice a month
Every two weeks
Weekly

Block 14: Race

oA wWN =

OTMMOO®>

For Block 14, please select the code from the following list that best
reflects the choices made by the applicant on the credit application.
All possible combinations are listed in the following 32 codes.

White

Black or African American

American Indian or Alaska Native

Asian

Native Hawaiian or other Pacific Islander
Information not provided by Applicant

White & Black or African American

White & American Indian or Alaska Native

White & Asian

White & Pacific Islander

White & Black or African American & American Indian or Alaska Native
White & Black or African American & Asian

White & Black or African American & Hawaiian or other Pacific Islander

Previous editions are obsolete

form HUD-56004 (06/2003)
ref. Handbook 1060.2



<X=s <c H40wTOT 0=z =

N

White & American Indian or Alaska Native & Asian

White & American Indian or Alaska Native & Hawaiian or other Pacific
Islander

White & Black or African American & American Indian or Alaska Native &
Asian

White & Black or African American & American Indian or Alaska Native &
Hawaiian or other Pacific Islander

White & Black or African American & Asian & Hawaiian or other Pacific
Islander

White & American Indian or Alaska Native & Asian & Hawaiian or other
Pacific Islander

White & Asian & Hawaiian or other Pacific Islander

White & Black or African American & American Indian or Alaska Native &
Asian & Hawaiian or other Pacific Islander

Black or African American & American Indian or Alaska Native

Black or African American & Asian

Black or African American & Native Hawaiian or other Pacific Islander
Black or African American & American Indian or Alaska Native & Asian
Black or African American & American Indian or Alaska Native & Hawaiian
or other Pacific Islander

Black or African American & Asian & Hawaiian or other Pacific Islander
Black or African American & American Indian or Alaska Native & Asian &
Hawaiian or other Pacific Islander

American Indian or Alaska Native & Asian

American Indian or Alaska Native & Hawaiian or other Pacific Islander
American Indian or Alaska Native & Asian & Hawaiian or other Pacific
Islander

Asian & Hawaiian or other Pacific Islander

Block 15: Ethnicity
Pick One:

0
1
2

Information not reported by Applicant
Hispanic
Not Hispanic

Block 16: Prefilled

Block 17: Dealer Name (if appropriate)

Previous editions are obsolete

form HUD-56004 (06/2003)
ref. Handbook 1060.2



Title I Claim for Loss
Instructions

Development

U.S. Department of Housing and Urban

Office of Housing

OMB Approval No. 2502-0328
(exp. 05/31/2019)

Federal Housing Commissioner

Public reporting burden for this collection of information is estimated to average 1 hour per response, including the time for reviewing instructions, searching existing data
sources, gathering and maintaining the data needed, and completing and reviewing the collection of information. This agency may not collect this information, and you
are not required to complete this form, unless it displays a currently valid OMB control number.

This information is being collected to permit more efficient risk management of the Title | loan portfolio as well as facilitate claims processing for loan
defaults. The information provides a more comprehensive basis for evaluating Title I lender underwriting practices and thereby improving risk management of
the loan portfolio and also enhances management’s ability to determine appropriate policy changes affecting the Title I portfolio as a whole. Responses are
required in order to obtain benefits. No assurance of confidentiality is provided.

Sensitive Information: The information collected on this form is considered sensitive and is protected by the Privacy Act. The Privacy Act requires that these records be
maintained with appropriate administrative, technical, and physical safeguards to ensure their security and confidentially. In addition, these records should be protected
against any anticipated threats or hazards to their security or integrity which could result in substantial harm, embarrassment, inconvenience, or unfairness to any

individual on who the information is maintained.

This package contains two pages: the Transmittal (Part 1), and
the Application Voucher (Part 2). Please keep a copy. Send
originals to:

U.S. Department of Housing and Urban Development

Financial Operations Center
Attn: Title I Claims

52 Corporate Circle

Albany, NY 12203

Time Requirements: A claim must be filed no later than 9 months
after the date of default for a property improvement loan. A claim for
a manufactured home purchase loan (including lots and combination
loans) must be filed within 3 months after the sale of the property
securing the loan, but no later than 18 months after the date of default.
Exception to these deadlines can be found at 24 CFR 201.54(b)(2) and

3).

Accuracy and Completeness: All applicable spaces on the Transmit-
tal and the Application VVoucher must be completed and any omissions
or incomplete items must be explained. Both pages must be signed
and dated by an authorized official of the lending institution, and must
be accompanied by the complete loan file pertaining to the loan
transaction. The original note, security instrument and any related
documents must be submitted with the claim.

Bankruptcy/Decedent Estate: When the lender has timely
information that the borrower is involved in a bankruptcy
proceeding or is deceased, a proof of claim must be filed with the
bankruptcy or probate court having jurisdiction. However, a proof
of claim need not be filed if the bankruptcy court indicates that the
borrower has no assets, or if the lender determines that there will
not be a probate proceeding. Documentation of the reason why no
proof of claim has been filed must accompany the insurance claim.

Previous edition obsolete

Form of Assignment: All notes and security instruments must be assigned to
the United States of America. The assignment must appear on the note or other
instrument being assigned, or on an attachment to the note or other instrument.
The assignment must be in the following form, unless this form is not valid or
generally acceptable in the jurisdiction where the property is located:

All right, title, and interest of the undersigned is hereby assigned (without warranty,
except that the loan qualifies for insurance) to the United States of America (U.S.
Department of Housing and Urban Development).

(Name of Financial Institution)

By:

Title:

Date:

Please Note that filling in the information on this sample form does not
constitute an assignment. The above is intended to be used only as a guide.

Refinanced Loans: Copies of the note, security instrument and all other
documents pertaining to the original loan must be retained in the loan file for the
refinanced loan, and must accompany an insurance claim on the refinanced loan.

Payments Received after Filing the Claim: If the borrower sends a payment to
the lending institution after the insurance claim has been filed, send the payment
with full identification to:

Title | Notes

P. O. Box 105664
Atlanta, GA 30348

HUD-637 08/2016




Title | Claim for Loss U.S. Department of Housing and Urban

Development

(Part 1) Transmittal Office of Housing

Federal Housing Commissioner

OMB Approval No. 2502-0328

(exp. 05/31/2019)

Read Instructions carefully before completing this form.

1. Names of Borrowers

2. Title 1 Case Number

3. Reason for Default

Please provide the following items listed below and any additional documents necessary for claim examination and Check Items HUD Use Only
loan servicing. Where the item does not apply, where the item does not apply, indicate “N/A”. Enclosed
A. Documents for 1 Original Note or Retail Installment Contract Assigned to US
Property 2 Truth-in-Lending Disclosure
Improvement
and Manufactured 3 Mortgage, Deed of Trust, Other Security Instrument with Original Recorded Assignment to USA
Home Loans 4 Modification or Assumption Agreements
5 Credit Application
6 Consumer Credit Report
7 Verification of Employment and Income
8 Payment History
9 Loan and Collection Notes
10 | Underwriters Worksheet
B.  Documents 1 Proof of Property Ownership
for Property 2 | Contract of Work or Written Description with Cost Estimates
Improvement
Loans Only 3 | Completion Certificate
4 Report on Inspection of Improvements (if loan amount > $7,500)
C.  Documents 1 Verification of Deposit of Down payment
for 2 | Purchase Agreement
m:;zfﬁzgjg:d 3 Manufacturer's Invoice and FHA Supplement
Only 4 Invoices for Delivery and Set-up, Skirting, Air Conditioning, etc.
5 Appraisal of Existing Home and/or Lot
6 Manufacturer's Warranty on New Home
7 Placement Certificate
8 Evidence of Ownership or Leasehold for Lot
9 Condition Report
10 | Notice of Sale in Compliance with State Law
11 | Appraisal of Repossessed or Foreclosed Property
12 | Resale Purchase Agreement
13 | Receipts for Repossession or Foreclosure Costs
14 | Invoice for Sales Commission
15 | Receipts for Resale Costs (e.g. reconditioning, added appliances)
D. Other 1 Documentation of Collection Efforts After Default
Documents 2 | Proposed Modification Agreements or Repayment Plans
I%pig?/gﬁ% t 3 Notice of Default and Acceleration
and 4 Notice of Assignment Sent to Credit Reporting Agency
Manufactured 5 Notice of Bankruptcy & Proof of Claim Filed in Bankruptcy Court with Assignment to USA
Home Loans 6 | Proof of Claim Filed with Probate Court with Assignment to USA

8. Remarks: To facilitate the processing of this claim, please explain any omissions or incomplete items.

9. Date

10. Name of Lending Institution 11. Signature & Title of Authorized Official

Previous edition obsolete

HUD-637 08/2016



Title | Claim for Loss U.S. Department of Housing and Urban OMB Approval No. 2502-0328

. " Development (exp. 05/31/2019)
(Part 2) Application Voucher Office of Housing
Read Instructions carefully before completing this form. Federal Housing Commissioner
1. Type of Loan 9. Name (last known) Address, (for each borrower) Social Security Number
[ Property Improvement ] Manufactured Home
2. Title I Case Number
Yes No
3. Contract Number (HUD Lender ID) Borrower Bankrupt?

Borrower Deceased?

4. First Installment Date 5. Date of Default * Mail Returned from last address?
(mm/dd/yyyy) (mm/dd/yyyy)
Name (last known) Address, (for each borrower) Social Security Number
6. Term of Loan 7. Amt. of each installment
8. Number of Installments Made by Borrower Yes No

Borrower Bankrupt?

Borrower Deceased?

Mail Returned from last address?

Applicant HUD ONLY USE

10. Original Amount of Insured Loan

11 Last Loan Balance
12. Total Amount paid by Borrower
(Principal = Interest = )
Deductions 13, Amounts Retained by Lender after Default (e.g. suspense payments, escrow balance)

a. Amounts Retained by Lender after Default (e.g., suspense payments, escrow
balance)

Best Price Obtainable (MH Only)

Additions 14 a. Repossession and Preservation Costs (MH Only)

b. Sales Commission (MH Only)

¢. Uncollected Court Costs (Paid Directly to Courts)

d. Attorney’s Fees (Not to Exceed $500 for PI $1,000 MH)

e. County Recording Costs (Pl Only)

* Defined as 30 days after the due date of the first missed payment.

Certification: The undersigned applies for the amount of insurance benefits due under its contract of insurance and the regulations issued in accordance with Title | of the National Housing Act for the loan
identified above. In making this application for insurance benefits, the undersigned certifies that (a) the application is just and in accordance with the terms of the contract of insurance and the Title | regulations;
(b) all information shown above is true and correct; (c) all expenses have actually been incurred and are reasonable and customary in the area where the property is located; (d) all repairs identified as
repossession and preservation costs were necessary to protect and preserve the property while awaiting resale; and (e) all foreclosure or repossession activities have been carried out in full compliance with
applicable State and local laws. Upon request, the undersigned will furnish the Department with an accounting of any receipts or disbursements included in the amounts shown above.

I hereby certify that all the information stated herein, as well as any information provided in the accompaniment herewith, is true and accurate.

Warning: HUD will prosecute false claims and statements. Conviction may result in criminal and/or civil penalties. (18 U.S.C. 1001, 1010, 1012; 31 U.S.C. 3729, 3802)

15. Name & Address of Lending Institution

Telephone Contact Number (include area code & email address)

16. Name & Title of Authorized Official (type or print) 17. Date of Submission

Signature

Previous edition obsolete HUD-637 08/2016
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